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Profiting Through Taxation 


HE POWER of taxation, being 

exclusively sovereign, is not 
generally regarded as a source of 
private income by most persons. 
Nevertheless, the ever increasing 
imposition of new and additional 
taxes offers to the bonding agent, 
a worthwhile and profitable sphere 
of premium income which he here- 
tofore has possibly overlooked. The 
medium is the bond required by 
taxing authorities in aid of collec- 
tion. The market for tax bonds be- 
ing created by law is constant, and 
offers to an agent a_ tailor-made 
The author—Mr. MacArthur joined the 
Standard Accident bond department in 
1924. He was appointed superintendent of 
the judicial and miscellaneous department 
in 1934, and manager in 1940. A graduate 
of the Detroit College of Law, he is a 


member of the State Bar of Michigan and 
the Detroit Bar Association. 
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source of premium income. Selling 
the coverage is not necessary. Your 
applicants must have it to continue 
their business. Personal suretyship 
presents no serious problem in this 
category of bonds. It is seldom that 
individuals can qualify as surety 
on a tax bond. Therefore, agents 
should be sufficiently familiar with 
the tenor and general guarantee of 
these bonds, as well as the basic 
underwriting principles applicable 
to them, to handle such applica- 
tions expertly and with dispatch. 

The Federal, state and subordi- 
nate local governments commonly 
require the filing of surety bonds 
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by manufacturers, wholesalers and 
retailers, guaranteeing compliance 
with the law and regulations issued 
pursuant thereto covering remit- 
tance of taxes owing or to become 
due by them. It is generally the in- 
direct or hidden tax which is col- 
lected in this manner, that is, one 
that will ultimately be paid by the 
public, not in the form of a tax, 
but as a part of the final price. Tax 
bonds contain a credit guarantee 
and must be underwritten with 
that in mind. Rarely do they pro- 
vide for forfeiture of the bond pen- 
alty, although occasionally a bond 
will provide for the payment of 
liquidated damages in the event 
of a breach thereof. They are uni- 
formly two party contracts in that 
only the obligee can bring suit 
thereon. In most instances they are 
cancellable at the option of the 
surety either by a clause in the 
bond itself, or in the regulations 
under which they are required. In 
the absence of the privilege of can- 
cellation by the surety upon rea- 
sonable notice, or unless the bond 
is for a short term, an agent should 
be extremely conservative in his 
underwriting because of the un- 
enviable position in which such a 
bond would place his company in 
the event of an unfavorable change 
in the financial position of the prin- 
cipal during the bond term. Typical 
examples of bonds required by the 
Federal Government follow: 
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Internal Revenue Liquor Bonds 

Distilled spirits, wines and malt 
liquors are subject to a tax under 
Federal law. This tax must be paid 
by the manufacturer or other per- 
sons having custody of the taxable 
product prior to the payment of 
the tax. Bonds on Treasury De- 
partment forms covering all phases 
of manufacture, storage, distribu- 
tion and warehousing are required 
to be filed with the Alcohol Tax 
Unit of the Treasury Department. 
The principal classifications of 
bonds in this group are: distillers 
of whisky and rum, fruit distillers, 
distillers of industrial and de- 
natured alcohol, wine makers, rec- 
tifiers, brewers and warehousemen. 

Form 30 is required of distillers 
of grain alcohol and whisky, and 
guarantees in effect that all spirits 
distilled will be transferred to a 
bonded warehouse or the tax there- 
on paid at the time of distillation. 
A new bond must be filed as of 
May Ist of each year in a penalty 
ranging from a minimum of the tax 
to become due on 15 days produc- 
tion capacity of the distillery to a 
maximum of $100,000. 

Fruit Distillers Bond Form 30% is 
given by distillers of brandy, cor- 
dials and other products from dis- 
tillation of fruit juices. Its obliga- 
tion is similar to Form 30, and the 
maximum penalty of this bond like- 
wise is $100,000. 

1571 — Transportation 


Form and 
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Warehouse Bond. In instances where 
a distillery operates a warehouse 
on the distillery premises and has 
filed a maximum bond of $100,000 
on Form 30 or 30%, it is permitted 
to file a warehouse bond on Form 
1571 in a maximum sum of $200,- 
000, in which event Forms 30 and 
30% are accepted without surety 
upon consent of the surety on the 
$200,000 Form 1571 bond (con- 
sent Form 1533). The liability of 
the surety on bond Form 1571 is all 
inclusive and guarantees that the 
tax on all spirits manufactured or 
stored on the distillery premises 
will be paid as withdrawn upon 
special permit of the Treasury De- 
partment. As permits are 
issued only upon payment of the 
tax, or the filing of bonds on spe- 
cial forms for specific purposes, 
one of the factors to consider in 
writing this, as well as all forms of 
distillers’ bonds, is the possibility 
of fraudulant connivance between 
the officers or employees of the 
principal and_ the _ storekeeper 
gauger, the government officer in 
charge of the premises. 

The government has a first lien 
on all the land, buildings, equip- 
ment and products of all distillers 
to protect its revenue, and‘requires 
certain licensees, such as grain and 
fruit distillers, to keep the premises 
and land free of encumbrances or 
subordinated to the lien of the gov- 
ernment. Where the distillers do 


such 
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not own the land on which the dis- 
tillery is situated, the consent of 
the owner must be secured, or in 
lieu thereof special bonds on Forms 
3 or 3A or 1604 for use of the 
premises without the consent of the 
owners or mortgagees must be filed 
as a prerequisite to commencing 


business. These bonds are in a 








Romaine L. MacArthur 


penal sum equivalent to the ap- 
praised value of the land on which 
the distillery is situated, together 
with the buildings and distilling 
apparatus. 

Form 1432-A. This bond may be 
given by manufacturers of indus- 
trial (denatured) alcohol in a maxi- 
mum penalty of $200,000 when the 
distilling plants and a warehouse 
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are on the same premises. Separate 
bonds in varying penalties may also 
be filed for each operation. There 
is no tax on properly denatured al- 
cohol. Thus the purpose of this 
bond is to guarantee that only de- 
natured alcohol will be withdrawn 
from the premises, otherwise to pay 
the tax due on the product actually 
withdrawn. 

Form 1480—Manufacturers Using Spe- 
cially Denatured Alcohol. All manu- 
facturers desiring to use tax free 
denatured alcohol in the manufac- 
ture of a product must file this bond 
guaranteeing that all alcohol pur- 
chased will be used for industrial 
purposes only, and will not be sold 
to others or redistilled and used or 
sold for beverage purposes. The 
penalty varies from $5,000 to 
$100,000 and is a continuing bond. 
This bond is quite freely written for 


reputable and responsible manufac- 


turers. 

Form 1566 Brewers Bond. This bond 
guarantees compliance with regula- 
tions and payment of the Federal 
tax on the production of fermented 
malt beverages. Bond penalties are 
fixed at a sum equal to the esti- 
mated monthly tax to become due, 
not less than $5,000 nor more than 
$100,000. This form of bond can 
be written on a limited co-surety 
basis. A new bond is required every 
four years. Because of the strict 
regulations governing the construc- 
tion and operation of breweries and 
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bottling plants, it is practically im- 
possible for brewers to avoid pay- 
ment of the tax in the absence of 
connivance with the government 
storekeeper and the alcohol tax 
unit. These bonds for established 
brewers are considered very desira- 
ble. It is advisable, however, that a 
thorough investigation of the finan- 
cial backers of all new concerns be 
made. 

Form 700-A—Wine Makers Bond. All 
wineries handling 
wine, subject to the Federal tax, are 
required to give bond on this form. 


producing or 


Each winery must be separately 
bonded in amounts varying from 
$500 to a sum sufficient to cover 
the tax on all wine and fortifying 
spirits to be produced, received and 
stored at the bonded winery, or in 
transit to or from thereto at any 
one time. As a rule, government 
storekeepers are not stationed at 
wineries, thus making this form of 
bond somewhat more hazardous 
than most Federal liquor bonds. 
Care should be taken to write this 
bond only for well established con- 
cerns with a good record and finan- 
cial position, and for new applicants 
only after a close investigation. 
Internal Revenue 
Tobacco* Tax Bonds 

Bonds guaranteeing the payment 
of Federal taxes on tobacco prod- 
ucts constitute a large field of pre- 
mium income. According to recent 
figures, the annual Federal tax on 
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The... gas station owner .. 


tobacco products exceeds $2,000,- 
000,000. In volume of individual 
risks, the field is almost limitless, 
and despite the fact that the pre- 
mium rate on most of the bonds is 
low, the premium income from this 


category is very substantial. Manu- 
facturers of cigars, cigarettes, smok- 
ing and chewing tobacco and snuff, 
as well as dealers in leaf tobacco, 
are required as a prerequisite to 





. is a potential prospect 


commencing business, to file the 
bonds on forms applicable to their 
particular business. In practically 
all instances the tax is paid by at- 
taching internal revenue stamps to 
the packages, which stamps must 
be purchased in advance. None of 
these bonds cancellation 
clauses, although under the regula- 
tions of the Treasury Department, 
the surety is permitted to effect its 


contain 
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release on most of the bonds by 
giving written notice of its desire 
to do so to the principal and to the 
Collector of Internal Revenue, to 
be effective not less than 90 days 
after the receipt of such notice. 
These bonds are executed in tripli- 
cate, one copy being filed with the 
Field office of the Internal Revenue 
Service and the other copy with the 
office of the Commissioner of In- 
ternal Revenue at Washington, D.C. 
The penalties of the bonds are fixed 
in the discretion of the Collector of 
Internal Revenue, in a sum sufli- 
cient to cover all taxes, fines and 
penalties that may be imposed. 
There are different bond forms cov- 
ering different operations and the 


penalties of the bonds vary with 
each particular operation. The sys- 


tem employed by the Internal 
Revenue Service in collection of 
tobacco taxes has proved to be ex- 
cellent. Most companies 
write these bonds freely for well 
established The bonds 
most commonly required in this 
classification follow: 

Form 40 — Tobacco Manufacturers 
Bond. Required of manufacturers of 
smoking and chewing tobacco and 
snuff in penalties ranging from 
$2,000 to $20,000. Each plant used 
must be separately bonded. 

Form 71—Cigar and Cigarette Manu- 
facturers. Contains the same guaran- 
tee as does Form 40 and is filed in 
penalties ranging from $500 to 


surety 


concerns. 


July 


$100,000. Each plant also must be 
separately bonded. 

Tobacco Warehouse Bonds. It is pos- 
sible to place in warehouses tobacco 
on which the tax has not been paid, 
and to pay the tax on such tobacco 
as it is withdrawn. To do this, a 
warehouseman must file a bond in 
a sum fixed in proportion to the 
capacity of the warehouse. This is 
probably the most hazardous of the 
various forms of tobacco tax bonds, 
and should be written only for ap- 
plicants of good financial standing 
who are thoroughly experienced in 
that line of business. 

Custom House Bonds 

Tariff provisions and regulations 
of the Treasury Department im- 
pose duties upon many species of 
imported goods, if used for speci- 
fied purposes. In addition, many 
types of goods, notably intoxicating 
beverages, are subject to Internal 
Revenue Tax as are similar domes- 
tic goods. Such Internal Revenue 
Taxes must also be collected by 
customs officials. Under the law, 
all imports are subject to inspection 
and appraisement at the time of 
entry into this country. Payment of 
the estimated duty and Internal 
Revenue taxes must be made be- 
fore they are released from the cus- 
tody of the customs officials. How- 
ever, certain exceptions can be 
made to this requirement upon the 
filing of surety bonds on forms fur- 
nished by the Collector of Customs. 
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Many different forms of bonds are 
required. The majority of them 
guarantee payment of duty or In- 
ternal Revenue tax on imports, or 
that the goods will be exported or 
destroyed if such export or destruc- 
tion is ordered. Others guarantee 
that the merchandise will be used 
for a specific purpose, which ren- 
ders the goods not subject to duty 
at all, or subject to a rate of duty 
or Internal Revenue tax different 
than what the duty would be if 
used for another purpose. Still oth- 
ers provide that certain entry pa- 
pers will be produced on merchan- 
dise already entered, that goods will 
be held pending an examination by 
customs officials, and _ still others 


support permits for the establish- 


ment of bonded customs ware- 
houses, and the transportation of 
dutiable goods under bond. Viola- 
tion of the customs regulations sub- 
jects the offender to fines and pen- 
alties and the payment of damages 
to the United States. All such bonds 
guarantee the payment of such fines 
and penalties. Many of the bonds 
are written for a specified term, 
while others are continuous and 
some of them cover single importa- 
tions, while others cover all impor- 
tations made during a given period. 
Few, if any, of them are subject to 
cancellation by the surety. The 
penal sum of such bonds is gen- 
erally fixed by the Collector of Cus- 
toms in proportion to the amount 
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of duties involved, or the value of 
the merchandise. This type of busi- 
ness is very satisfactory if written 
for reliable parties. Although the 
premium rate is generally very low, 
these bonds nevertheless represent 
a lucrative premium income be- 
cause of the large number required. 
Gasoline Tax Bonds 

To insure the collection and re- 
mittance of Federal gasoline taxes, 
every producer of gasoline and 
lubricating oil is required to file a 
bond with the Collector of Internal 
Revenue, in the district where the 
refinery is located, guaranteeing 
payment of the tax. Importers of 
gasoline and lubricating oils are 
likewise subject to this tax. The 
penal sum of these bonds is fixed 
by the Commissioner of Internal 
Revenue in a sum sufficient to cover 
all the tax, penalties, and interest 
owing by the refiner, and ranges 
upwards from $1,000. Failure to 
make monthly returns and pay the 
tax on the basis of such returns, 
subjects the taxpayer to a penalty 
and interest until paid. Additional 
penalties and fines are imposed for 
making fraudulent returns, or in 
any other manner violating the law 
or regulations. There is no cancel- 
lation clause in this bond, but the 
regulations provide for cancellation 
by the surety upon 60 days written 
notice to the Collector of Internal 
Revenue in the district where the 
refinery is located. Even though this 
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bond is a direct financial guaran- 
tee, it is a fact that most applicants 
seeking these bonds are large con- 
cerns with heavy investment in 
fixed assets who must pay the tax 
in order to continue in business. 
Reports of any default are made 
promptly by the government, which 
has the effect of minimizing the 
accumulation of unpaid taxes. It is 
important in writing these bonds, 
however, to closely examine the 
financial statement of the applicant 
and closely investigate his past tax- 
paying record, as well as his record 
of trade payments generally. 
Income Tax Bonds 

In certain circumstances, taxpay- 
ers desiring to negotiate or dispute 
their Federal income taxes, are re- 
quired to file bonds on Treasury 
Department forms numbered and 
specified by the 
specific purposes in amounts suf- 
ficient to guarantee the payment 


regulations for 


of the sum in controversy, plus in- 
terest and penalties. Surety com- 
panies generally regard these bonds 
as direct financial guarantees, and 
usually require collateral security in 
an amount equal to their estimated 
maximum liability. These bonds 
bear a high premium rate subject 
to a substantial discount when ac- 


ceptable collateral security is de- 


posited with the surety. 

The laws and regulations of the 
several states and political subdivi- 
sions thereof, also create an infinite 


July 


market for tax bonds. Their number 
and variety is greater even than 
those required under Federal laws. 
Anyone engaged in business, from 
the neighborhood gas station own- 
er, to a multi-million dollar corpora- 
tion is a potential prospect. The oil 
industry, for example, must file 
lubricating oi] tax 
diesel fuel and kerosene 
dealers bonds. Places of 
ment, including promoters of wres- 
tling and boxing exhibitions, must 
file bonds guaranteeing payment of 
Pari mutuel tax 
bonds in sizeable amounts must be 


gasoline and 
bonds, 
amuse- 


admission taxes. 
given by operators of horse and 
dog racing meets, as well as manu- 
facturers, importers and wholesale 
distributors of cigars and cigarettes, 
other tobacco products. In 
many states, retailers of all types 
of merchandise, must give bond 
guaranteeing remittance of sales 
and use taxes. Without exception, 


and 


all states require bonds of manu- 
facturers, distributors, wholesalers, 
importers, warehousemen and retail 
dispensers of beer and liquors. As 
a rule, the bonds of retail dispensers 
are not primarily tax bonds, al- 
though they do contain a tax guar- 
antee. 

Probably the most prolific of the 
many tax bonds required under 
state laws are the gasoline tax bond, 
the liquor bond and the cigarette 
and cigar bond. Most prospects for 
those bonds are not primarily retail- 
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ers of the taxable commodity han- 
dled by them and, more often than 
not, possess financial substance. 
Bear in mind always that a tax 
bond, regardless of what may be 
the nature of the tax, is basically a 
guarantee of the principal’s integ- 
rity and ultimate ability to report 
and pay the tax owing by him. 
In those instances where the tax is 
paid on the basis of reports made 
by the principal to the obligee, the 
applicant’s integrity and ability to 
file true and timely reports must be 
established or attested, his finan- 
cial status determined by sworn 
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statements and his previous tax 
paying record, if any, closely ex- 
amined. 

Allocated space has permitted 
only brief reference to underwriting 
procedures. Our aim here has been 
simply to focus attention on a cate- 
gory of surety bonds infrequently 
regarded as important, but which 
nevertheless offers to progressive 
producers, an opportunity to sub- 
stantially augment their income, 
while at the same time building a 
reputation for that complete serv- 
ice on which the success of any 
agency is so heavily dependent. 


“Higgins, either your ledger shows a profit next month, or we get ourselves a 
new bookkeeper!’ 





Annual Meeting of the Association 











MANNING W. HEARD Grorce D. MEAD 
President Vice President 


T THE ANNUAL MEETING Of the Association of Casualty and Surety 
Companies in May in New York City, Manning W. Heard, vice 
president and general counsel of the Hartford Accident and Indemnity 
Company, and George D. Mead, president and director of the Glens Falls 
Group of Insurance Companies, were elected president and vice president, 
respectively. 

J. Dewey Dorsett was re-elected general manager and Ray Murphy 
was re-elected general counsel of the Association. Both were first elected 
to their present offices at the annual meeting eight years ago. 

The following member companies were elected to membership on 
the Executive Committee: Fidelity and Deposit Company of Maryland, 
General Accident, Fire and Life Assurance Corporation, Limited, In- 
demnity Insurance Company of North America, Maryland Casualty Com- 
pany, Massachusetts Bonding and Insurance Company, National Surety 
Corporation. 
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Here is a coverage that is 
just starting out on its growth 
period of popular acceptance. 
No producer can afford to 
miss this detailed explanation 
of its advantages and how 
to best go about selling it 


Coverage for the Mass Market 


INCE THE introduction of the 
S additional extended coverage 
endorsement in 1951, there has 
been much discussion of the sub- 
ject. The endorsement has been 
praised as a great step forward in 
the development of a more com- 
prehensive form of property in- 
surance. It has been praised as an 
opportunity to indemnify the as- 
sured for more of the common oc- 
currences with respect to damage 
to a dwelling and contents; an op- 
portunity to say “yes” more often 
than “no” when it comes to the 
question of possible claims against 
existing insurance; and last, but not 
least, an opportunity for both 
agent and broker to market a 
worth-while product at a fair price 
on which increased commission 
earnings will be realized. 

The author—Mr. Parker has spent his en- 
tire business life with the Boston Insurance 
Company and its affiliate, the Old Colony 
Insurance Company. Started at home office, 
1922; special agent, 1930; assistant secre- 
tary, 1939; vice president, 1943; member 


of several industry committees; trustee, 
Insurance Library Association, Boston. 
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A. B. PARKER, Jr. 








A fair appraisal of the situation 
existing since the introduction of 
this broadened “package” coverage 
requires acknowledgment of the 
fact that there has been some'‘criti- 
cism of both the coverage afforded 
and the rate charged. In a few 
cases, producers have contended 
that the coverage was so limited 
that its sale to the public would do 
more harm than good. On this 
premise it was felt the rate of four 
cents was too high. Many produc- 
ers were puzzled by the questions, 
“Shall I aggressively try to sell the 
coverage, or run the risk of com- 
petition? If there is a threat from 
competition, how can I afford to 
sell the coverage at this price? Am 
I on safe ground to attach the en- 
dorsement automatically to all re- 
newals, or should I explain the cov- 
erage to each assured?” 


These and many other doubts 





12 THE CASUALTY AND SURETY JOURNAL 


are perfectly natural reactions when 
a new form is introduced to the 
market. In fact, there is not much 
difference at this point between a 
new insurance coverage and a new 
commercial product. The basic idea 
stems from the apparent need and 
desirability of the product coupled 
with a reasonable promise of pub- 
lic acceptance with resulting bene- 
fit to both buyer and seller. Very 
few products have reached a real 
degree of perfection when first in- 
therefore, in my 


troduced; and, 


opinion, constructive criticism of 
the additional extended coverage 
endorsement is both healthy and 
desirable from the standpoint of the 
buyer and of the seller. 

Let’s review some of the consid- 
erations stated by the committees 
during the period when this sub- 
ject first developed into a serious 
undertaking: 

1. Should the coverage be on 
risk” 

“named peril” basis? 
Should the 
drawn to appeal to a selec- 
tive market or a mass mar- 
ket? 

A few individual companies had 
been experimenting with “all risk” 
and with “named 


an “all basis or a 


coverage be 


endorsements 


peril” endorsements, and it was 
soon evident that there would be 
no uniformity unless some form of 
coverage could be developed which 


would be acceptable to both the 


July 


industry as a whole and the insur- 
ance buying public. 
Objectives 

The problems in connection with 
the underwriting of earthquake and 
flood insurance appeared to indi- 
the wisdom of eliminating 
both of these perils in order to 


cate 


reach a mass market rather than a 
selective market. In consideration 
of these factors, the development 
of an additional extended coverage 
endorsement with the following ob- 
jectives was agreed upon: 
A. A peril basis to 
avoid the necessity for se- 
lective underwriting. 


named 


Coverage to apply to build- 
ing and contents on broad 
dwelling form basis to 
cover either owner or ten- 
ant dwelling risks. 

Issue at an attractive rate 
level. 
Cover principal hazards 
that would produce dam- 
age to the average dwell- 
ing or its contents. 

Avoid a _ multiplicity of 
small attributable 
to carelessness, poor main- 
tenance and other factors 
within the control of the 
insured yet provide pro- 
tection for the 


claims 


unusual 
loss that represents a siz- 
able financial burden. 
Conclusions 


After innumerable drafts of a 
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form and many committee meet- 
ings, the final form we have today 
represents a compromise but, nev- 
ertheless, a composite of the con- 
structive views of the underwriting 
officers of the committees and, with 
due consideration, of the views of 
agents as to the principles con- 
tained therein. 

The conclusions were that: (a) 
The proposed endorsement, while 
not perfect, represented the best 
compromise that could be had with 
respect to a new and untried exten- 
sion of coverage. (b) Further study 
to produce the ultimate in pro- 
tection would delay its introduction 
and the result would still represent 


a compromise and be subject to 


trial in the field. (c) The rate level 
should be sufficiently low to attract 
a mass market and represent the 
best judgment of underwriters 
based on nationwide application. 
(d) Supervisory authorities would 
welcome the introduction of such 
an endorsement to preclude the 
possibility of many and varied in 
dependent filings of similar cover- 
ages. (e) The public would pur- 
chase coverages designed to protect 
against unusually large shock losses 
from perils that have infrequent 
loss producing potentials. (f) The 
underwriting of the added perils 
would not require special treatment 
by either the producing forces or 
the home office. (g) The proposed 
endorsement is not designed to 
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grant “all risk” protection and then 
withdraw certain coverages by list- 
ing a variety of exclusions. (h) It 
is not designed to appeal to a class 
market of dwelling owners or occu- 
pants whose insurable values are 
above the nationwide average. (i) 
The principal protection appealing 
to the mass market would be the 





Fabian Bachrach 


A. B. Parker, Jr. 


water damage from plumbing and 
heating and (in 
areas) rupture or bursting of steam 
or hot water heating systems. (j) 
The six other perils would appear 
infrequently among the claims paid 
under the proposed endorsement. 
(k) Member companies could pre- 
pare appropriate advertising ma- 
terial and sales aids to promote the 


systems most 
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marketing of the additional extend- 
ed coverage endorsement. (1) In- 
terpretation of wording and the 
intent of coverage would be the 
prerogative of member companies. 
(m) After the additional extended 
coverage endorsement had received 
nationwide field trial with reason- 
ably widespread sale to the vast 
market of: dwelling owners and oc- 
cupants, the coverage and the rate 
level could be reviewed in the light 
of such experience and considera- 
tion given to necessary revisions. 
Application of Form 

This form is written by all insur- 
ance companies that are members 
or subscribers of any of the rating 
organizations filing the 
ment with insurance departments. 
It may be attached to fire insur- 
ance policies only when extended 


endorse- 


coverage endorsement is used on 
dwelling and or contents policies 
and limited to owners or tenants of 
private dwellings occupied by not 
more than four families, dwelling 
builders’ risks with privilege to 
complete and to farm dwellings 
when permitted by rating organiza- 
tions. 

To avoid 
and thereby justify the low rate 
level, a $50 loss deductible for each 
occurrence is applicable separately 
to each insured item. There is a 
general exclusion of liability in the 
endorsement for loss caused direct- 
ly or indirectly by earthquake; 


maintenance claims 


July 


backing up of sewers or drains; or 
by flood, inundation, waves, tide or 
tidal wave, high water, or overflow 
of streams or bodies of water. 
The additional extended cover- 
age endorsement should be at- 
tached to all fire policies covering 
the same property. The prorata 
provisions of the fire insurance pol- 
icy and the apportionment clause 
of extended coverage endorsement 
limit the company’s liability if all 
policies covering the same property 
are not endorsed with the A. E. C. 
endorsement. 
Outline of Coverage 
1. Water damage: Coverage under 
this endorsement is of necessity not 
quite as comprehensive as that af- 
forded under a water damage pol- 
icy issued by casualty companies in 
that it is restricted to loss resulting 
from accidental discharge, leakage 
or overflow of water or steam from 
plumbing systems, heating systems 
or domestic appliances. Loss by 
water damage resulting from the 
freezing of a plumbing or heating 
system or domestic appliance is not 
covered if the building had been 
unoccupied or unheated for a pe- 
riod exceeding 72 hours immedi- 
ately preceding the time of loss un- 
less the water supply had been shut 
off and systems drained during 
such period. It does not cover “ex- 
terior water damage” such as leaky 
roofs; down spouts; wind driven 
rain. 
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The prospects are all in the dwelling classifications 


2. Rupture or bursting of steam or hot 
water heating systems: This coverage 
picks up the steam boiler (some 
states do not permit attachment of 
steam boiler coverage to fire con- 
tracts) and steam pipe explosion 
coverage now excluded in the ex- 
tended coverage endorsement, and 
includes loss resulting from dam- 
age to steam or hot water systems 
by water (not ice), or steam pres- 


sure or a deficiency of water there- 
in. You will note the additional 
extended coverage endorsement 
covers the entire heating system 
where a residence boiler policy is- 
sued by casualty companies is nor- 
mally restricted to the boiler. Even 
with the $50 deductible, the boiler 
coverage is very desirable from the 
insured’s viewpoint. 

3. Vandalism and malicious mischief: 
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Covers willful or malicious physical 
injury to or destruction of the de- 
scribed property and _ specifically 
includes such loss to insured build- 
ings (but not contents) occasioned 
by burglary. A 30-day vacancy lim- 
itation applies, but note that the 
exclusion applies to vacancy only 
and not to unoccupancy. For all 
year round property and depend- 
ing upon the wording of the pub- 
lished separate vandalism and ma- 


licious mischief endorsement in 


your territory, you may provide full 
coverage vandalism and malicious 


mischief for a small additional 
charge. For seasonal dwellings the 
situation may be somewhat differ- 
ent. In many rating jurisdictions the 
rate for the vandalism 
and malicious 
ment is several times higher than 
the additional extended coverage 
rate. Even with the $50 deductible 
the coverage is excellent with the 
low package rate. 

4. Vehicles owned or operated by the 


separate 


mischief endorse- 


insured or by any tenant of the de- 
scribed premises: This coverage picks 
up an exclusion in the extended 
coverage endorsement. 

5. Glass breakage: This is restricted 
to glass constituting a part of the 
building (not contents such as ta- 
ble tops, mirrors not part of build- 
ings, glassware for table use, etc.). 
A 80-day vacancy limitation ap- 
plies. In states where the new glass 
endorsement for attachment to a 


July 


fire policy is permitted, the $50 de- 
ductible item could be overcome by 
the attachment of the glass en- 
dorsement. 

6. Ice, snow and freezing: Covers loss 
from collapse of a building or part 
thereof caused by the weight of ice, 
snow or sleet thereon, or damage 
to the property by objects falling 
because of ice, snow, sleet or hail. 
Loss by freezing is limited to dam- 
age to plumbing systems, heating 
systems, domestic appliances and 
air conditioning systems, provided 
the building had been occupied and 
heated within a period of 72 hours 
immediately preceding the time of 
loss, or the water supply shut off 
and the systems or appliances 
drained. It is interesting to note 
that the coverage is not limited to 
a “described” building so that it 
could be extended to cover up to 
ten percent on a garage or a part 
thereof where broad fire forms are 
permitted. 

7. Fall of trees: Loss caused by the 
fall of trees resulting in damage to 
the buildings or contents is covered 
but not loss to trees, shrubs or 
plants, unless specifically insured. 
8. Collapse: Loss due to collapse of 
floors, walls or ronf of a building is 
covered to the extent that such loss 
is not more specifically covered un- 
der the fire insurance policy or the 
extended coverage endorsement. 
Loss caused by subsidence is ex- 
cluded. Several claims have re- 
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cently developed under which the 
definition of “subsidence” appar- 
ently will need a few court inter- 
pretations before companies, pro- 
ducers, or insureds will know ex- 
actly what the word means in the 
additional extended coverage en- 
dorsement. 
Sales Approaches 

The rate for this coverage is so 
low that the additional premium 
presents no sales problem from the 
viewpoint of cost. On the other 
hand, few agents or brokers can 
afford to spend very much time in 
personal solicitation of each risk on 
their books. It is, therefore, neces- 
sary that they approach this mass 
market with careful planning. Be- 
cause the prospects are all in the 
dwelling classification, the very 
nature of this form requires a mini- 
mum of selectivity from an under- 
writing standpoint, and the pro- 
ducers are in a position to sell this 
new coverage largely on a routine 
automatic basis. This can be ac- 
complished by the use of special 
advertising folders, explanatory 
sales slips attached to fire policies 
or by special letters addressed to 
customers soliciting the coverage 
on existing policies. Add the en- 
dorsement automatically on _ re- 
newal, with a well written sales 
slip attached. It has pulling power. 
Where agents do not control the 
entire risk, it is, of course, neces- 
sary that the insured be advised 
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that all policies be made concur- 
rent, otherwise there is the danger 
of inadequate coverage and the 


competitive threat of producers 
who are always on the lookout for 
loopholes in an insured’s insurance 
program. 

Buyers resistance on the part of 
an insured will generally boil down 
to “What will it cost? What will it 
do for me?” and “How could this 
happen to me?” Sell comprehensive 
coverage with illustration of haz- 
ards—the package idea—with low 
cost. Time will, of course, bring 
about losses which will be paid and 
through which the insuring public 
will become familiar with the pro- 
tection offered by the form so that 
such losses will some day become 
everyday conversation such as has 
been developed by the windstorm 
feature of the extended coverage 
endorsement. 

There are several successful sell- 
ing methods which have been de- 
veloped by aggressive agencies. 

A. Spare ‘no effort in making the 
additional extended coverage en- 
dorsement available to all eligible 
policyholders. 

B. Present the additional extend- 
endorsement as an 
of making a 


ed coverage 
inexpensive 
“broad” coverage still broader, and 
make a quick calculation of the 
premium at the annual rate of four 
cents per $100. 

C. Quote rates on a “broad” ba- 


way 
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sis—that is, fire, extended coverage, 
and additional extended coverage 
and explain what is meant by broad 
coverage. 

D. When coverage is automati- 
cally added, phone calls from in- 
sureds asking for removal of the 
endorsement on the ground that 
they are paying too much for their 
present insurance can be overcome 
by selling the advantages of the 
new coverages in greater detail— 
again sell broad coverage peace of 
mind. 

E. Many producers can sell easily 
by telephone in a planned program 
of calls to selected prospects well 
known to the producers that can re- 
sult in quick sales. 


F. Although some agents hesitate 
to sell the coverage, early tests 
indicate its sale is exceeding that of 


the extended coverage endorse- 
ment when first introduced, and 
every agent should avoid the risk 
and embarrassment of not having 
recommended the new coverage to 
his customers. Selling the coverage 
will enhance agency prestige. 
When it becomes advisable to 
explain the advantages of the form 
in detail, perhaps a few ideas about 
the value of the coverage can be 
driven home by indicating certain 
observations and loss examples 
which have cropped up already: 
Water damage from plumbing and 


heating systems — clogged drains, 
leakage, freezing, breakage, acci- 
dental discharge; Bursting of steam 
or hot water heating systems—rup- 
ture, bursting, damage from excess 
pressure or water deficiency; Van- 
dalism and malicious mischief— 
vandals smearing paint, marking 
walls, breaking doors, general de- 
struction; Vehicles — assured or 
member of family damaging house 
or garage, hazards of narrow or 
steep driveways; Glass breakage— 
large picture windows, thermo- 
panes, stored storm windows; Ice, 
snow and freezing—collapse from 
weight of falling objects 
caused by ice, snow, sleet or hail; 
Fall of trees—damage to insured 
property from felling or toppling 
trees on adjoining premises or fall 
as a result of rot; Collapse—over- 
loading floors, landslides. 

Many losses are due to careless- 
ness, and many home owners who 
employ servants are subject to care- 
lessness of these employees also. 
Sales can be clinched without high 
pressure through the _ intelligent 
use of loss examples. By doing so, 
agents and brokers will demon- 
strate that they are interested in 
looking after their customers’ needs. 
The producers are not likely to be 
forgotten when another occasion 
arises for additional insurance or 
reference to friends of customers. 


snow, 
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An important part of any 
agent's job is keeping abreast 
of developments in his field, 
including direct or indirect 
effects of government activ- 
ity. The scope of this activity 
is much broader than many 
people realize 


Government Insurance in the U.S. 


HE ROLE OF GOVERNMENT in 
Tae American insurance picture 
has been gradually expanding on 
both the Federal and state levels. 
The 20th century has witnessed the 
development and growth of a new 
philosophy of insurance. The theory 
that insurance should be provided 
by private, profit-making organiza- 
tions, like any other saleable prod- 
uct or service, has been partially 
displaced by the feeling that certain 
forms of insurance are social needs 
and should be made available by 
the government; but despite the 
attention, advocation or opposition 
which certain government insur- 
ance programs have received, rela- 
tively little is known about them in 
general. 

Many people are unaware of the 
scope of government insurance, nor 
are they able to identify the various 
The author—Dr. Lang is manager of this 
Association’s research department. He was 
previously connected with the Pan-American 
Life Insurance Cos., and the Farm Bureau 


Insurance Co., and joined the Association 
as head of the research department in 1944. 
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programs which affect them. Even 
many insurance agents are “in the 
dark” about Federal and state insur- 
ance programs. Since an important 
part of any agent’s job is keeping 
abreast of the developments in his 
field, including the direct or indirect 
effects of government activity, he 
should keep informed about the 
government programs 
and the protection they offer. 

Why is it that so many people 
are apathetic about this function of 
the government? Probably the pri- 
mary reasons are the complexity of 
the insurance field, the dearth of 
explanatory published information 
about it and the gradual way in 
which these programs are devel- 
oped. 

“Government Insurance in the 
United States,” prepared by the 
research department of the Asso- 
ciation of Casualty and Surety 


insurance 
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Companies in 1950, was the first 
study to supply basic information 
on the origin, operation and extent 
of insurance handled by the Fed- 
eral and The 
study explores 12 Federal and 11 
state programs, which will be de- 


state governments. 


scribed here briefly. 

The book 
tions: (1) What is each particular 
fund for? (2) 


oped and what legislation has been 


answers these ques- 


How has it devel- 


enacted? (3) How is it adminis- 
tered and by whom? (4) What is 
the method of operation? (5) What 
are its benefits? and (6) Who is 
eligible? 

Government insurance programs 
differ in their extent and aims. In 
some cases, the government com- 
petes with private insurance; in 
others, benefits which cannot be 
secured through any other channel 
are offered by the government. 
Some of these 
stricted to 


programs are re- 
government workers; 
others are more widely inclusive. 

Government insurance programs 
represent a new departure in the 
field of insurance insofar as they 
can operate in disregard of estab- 
lished insurance principles. Since 
they are government-sponsored 
and -operated, they are not subject 
to the same considerations which 
apply to privately operated insur- 
ance companies; and in many in- 
stances, some or all of the costs are 
borne by general or special taxes. 


AND 
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Federal Government—Insurance 
Activities 

The 20th century marked the 
entrance of the Federal government 
into the insurance field. More spe- 
cifically, Federal beginnings came 
with World War I, and the adop- 
tion of the War Risk Insurance Act 
in 1914. In 1917, life 
benefits, still in existence, 
made available to the survivors of 
members of the armed forces. Since 
that time, Federal legislation has 
increased to the point where virtu- 
ally every citizen is covered by one 


insurance 
were 


form or another of insurance legis- 
lation. 

Of the Federal 
grams now in operation, the oldest 


insurance pro- 


are those which provide workmen’s 


compensation and retirement and 


disability protection for civil serv- 
ice employees. The 
adopted in 1916, and the latter in 
1920, and both have been consid- 
erably expanded in the intervening 
period. World Wars I and II gave 
rise to government life insurance 
to temporary 


former was 


for servicemen and 
programs to insure property and 
shipping against wartime hazards. 

The largest number of Federal 
insurance activities grew out of the 
widespread insecurity of the 1930's. 
In this period, insurance to protect 
crops, bank deposits and mortgage 
loans, to provide old age benefits 
and unemployment compensation, 
was legislated. For the first time, 
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the Federal government entered 
the insurance field and initiated the 
broad social insurance 
which have since become 
lished national systems. 
The term “social insurance,” ac- 
cording to one definition, covers 
“jnsurance in connection with which 


programs 
estab- 


the government goes beyond the 
regulation of practices and the dis- 
More 


has 


semination of information.” 
specifically, 


been defined as “an institution de- 


social insurance 
signed to bring economic security 
to the worker.” This refers to gov- 
ernment programs which protect 
him against the risks of old age, 
unemployment and disability off, 
and on, the job. 

Specifically, the Federal insur- 
ance programs in force today in- 
clude: (1) Federal 
compensation, (2) retirement and 
insurance for Federal 
employees, (3) Federal 
insurance, (4) Federal savings and 
loan insurance, (5) mortgage and 
property improvement loan insur- 
ance, (6) old age and survivors 
insurance, (7) unemployment in- 
surance, (8) railroad retirement 
insurance, (9) railroad unemploy- 
ment and disability insurance, (10) 
Federal crop insurance, (11) United 
States Government life insurance 
and (12) national service life in- 


workmen’s 


disability 
deposit 


surance. 
Federal Workmen’s Compensation. 


Workmen’s compensation laws, 
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which provide indemnification of 
civil service employees for work- 
incurred injuries, protect Federal 


employees whose jobs do not fall 
within the scope of the state work- 
men’s compensation laws, i.e., civil 
employees of the Federal and Dis- 
trict of Columbia governments. 
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Retirement and Disability Insur- 
ance for Federal Employees. 
Various laws have been passed 
during the last 31 years to provide 
all regular permanent civilian em- 
ployees of the United States and 
District of Columbia governments 
with a system of cash benefits upon 
retirement and/or disability. 

Federal Deposit Insurance Corpo- 
ration. This provides a system of 
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insurance for bank deposits which 
is compulsory for members of the 
Federal Reserve System and op- 
tional for other banks. One of the 
major functions of this insurance is 
to reimburse depositors of closed 
banks for amounts up to $5,000. 

Federal Savings and Loan Insur- 


ance. This insurance protects the 


accounts of savers and investors in 
Federal savings and loan associa- 
tions and in insured state-chartered 
thrift and home financing institu- 
tions. It guarantees the safety of 
savings and credited earnings up 
to $5,000 for each investor in an 
insured institution. 
Mortgage and Property Improve- 
ment Loan Insurance. The Federal 
Housing Administration was cre- 
ated under the National Housing 
Act for the purpose of encouraging 
improvement in housing standards 
and conditions and to provide a 
system of mortgage insurance as an 
aid to home buyers and mortgage 
lenders. The principal function of 
the FHA is the insurance of mort- 
gage loans made by private lending 
institutions on residential property. 
Old Age and Survivors Insurance. 
This program, established under 
the Social Security Act of 1935, 
pays cash benefits to covered wage 
and salary groups and their fam- 
ilies on the death of the worker or 
upon his retirement. The program 
is financed by a payroll tax on em- 
ployers and employees. 
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Unemployment Insurance. Also ini- 
tiated by the Social Security Act 
was a program of benefits for mem- 
bers of the work force who became 
unemployed as a result of conditions 
which were not under their own 
control. The program is financed by 
a sliding payroll tax on employers. 
Railroad Retirement Insurance. 
This insurance program, set up in 
1935, organized a system of pen- 
sions and annuities for aged or dis- 
abled railroad employees or their 
survivors in case of the employee's 
death. 

Railroad Unemployment and Dis- 
ability Insurance. In 1938, legisla- 
tion was passed which provided for 
the creation of a fund which was to 
be used to pay unemployment 
benefits to railroad employees. This 
program was broadened in 1946 
when an amendment to the Act set 
up a nation-wide system of sickness 
benefits for illness, both of an occu- 
pational or nonoccupational nature. 
Federal Crop Insurance. Protection 
to farmers against losses resulting 
from crop failures through flood, 
droughts, etc., was offered under 
the Federal Crop Insurance Act of 
1938 through the Federal Crop 
Insurance Corporation. 

United States Government Life In- 
surance. A permanent system of life 
insurance was launched in 1917 
under the War Risk Insurance Act 
which was passed to give protec- 
tion to survivors of deceased serv: 
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Agents should keep informed about government insurance programs 


icemen and to indemnify servicemen 
who incurred permanent disabili- 
ties. 

National Service Life Insurance. 
In 1940, the National Service Life 
Insurance Act organized another 
system of government life insurance 
for new service personnel. This 
program cancelled the privilege of 
persons in active service to pur- 
chase U. S. Government life insur- 


ance unless they were veterans of 
World War I. 
State Government Insurance 


Activities 

Around the turn of the century, 
state governments began to estab- 
lish insurance programs. Although 
a few state insurance funds were 
established before 1900, the insur- 
ance activities of the states did not 
become extensive until the 20th 
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The reasons and events 
leading to the creation of state in- 


century. 


surance funds vary from state to 
state, but, in general, state insur- 
ance may be regarded as one aspect 
of the expansion of government 
activity. 

The 


which are in operation today are: 


state insurance programs 
(1) public property insurance, (2) 
bank and public deposit guaranty 
insurance, (3) public official bond- 
ing insurance, (4) retirement in- 
surance, (5) Torrens title insurance, 
(6) hail insurance, (7) life insur- 
ance, (8) workmen’s compensation 
insurance, (9) second injury insur- 
ance, (10) security insurance and 
(11) nonoccupational disability in- 
surance. 

State insurance protection can 
be classified under three major 
groups: (1) property and money, 
(2) retirement and (3) other 
hazards. 

Property and money. Public prop- 
erty insurance funds provide insur- 
ance of state-owned buildings 
against loss by fire. In some cases, 
these funds also insure public prop- 
erty against losses resulting from tor- 
nado, lightning and similar risks. 
Bank and public deposit guaranty 
funds are of two types, one insures 
all bank depositors in the state 
against loss, and the other protects 
only the bank deposits of the state 
or its political subdivisions. The 
public official bonding funds pro- 
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vide surety bonds for public officials 
in order to protect the state against 
embezzlement by public officials. 
Retirement Programs. These have 
been established by the states to 
provide cash benefits upon retire- 
ment at a specified age to public 
school teachers and various cate- 
gories of state or local government 
employees. Many of these programs 
also provide disability and death 
benefits. 

Other Hazards. Coverage against 
various other hazards which may 
affect the 
included in the third section. With 
the exception of second injury and 
security funds, these programs pro- 
vide insurance which is available 


residents of states are 


from private sources. Funds in the 


group include: 

Torrens title insurance 
which have been adopted by sev- 
eral states to facilitate the transfer 


laws 


and registration of land. 

Hail insurance which provides 
farmers with protection against 
damage or destruction of their crops 
by hail. In 1950, at the time of the 
publication of the study, only three 
of the original six hail insurance 
laws were in operation. 

A life fund exists only in one state, 
Wisconsin, where it was established 
for the purpose of providing life 
insurance for residents of the state. 
The primary types of coverage 
offered are ordinary life, 20-pay- 
ment life, 20-year endowment, 10- 
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year endowment and endowment 
at 65. The insurance is written in 
any amount from $500 to $5,000 
and is available to both men and 
women who are 15 years of age or 
over and are residents of the state. 
Wisconsin is the only state which 
competes directly with private life 
insurance companies. 

Workmen’s Compensation insur- 
ance law requires employers, who 
come within the jurisdiction of the 
law, and irrespective of fault, to 
indemnify the employee or his de- 
pendents for injuries or death sus- 
tained or arising out of employment. 

State workmen’s 
funds have been adopted by 18 


compensation 


states to guarantee the payment of 
benefits specified by the compen- 
sation laws. In 11 states, the funds 
operate in competition with private 
insurance companies and self-insur- 
ance; the other seven have estab- 
lished monopolistic or exclusive 
funds in which all employers cov- 
ered by the compensation law are 
required to insure. These seven 
states are Nevada, North Dakota, 
Ohio, Oregon, Washington, Wy- 
oming and West Virginia. The in- 
sured employers in these states are 


required to insure with the state 
fund, except for Ohio and West 
Virginia where self-insurance is also 


permitted. However, self-insurers 
in Ohio must contribute to the sur- 
plus of the state fund, and in West 


Virginia they must contribute to 
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the expenses of the fund’s adminis- 
tration. 

Although no new state work- 
men’s compensation funds have 
been adopted since 1933, there is 
considerable agitation for their 
adoption by additional states. To- 
day, these funds constitute one of 
the most important examples of 
state insurance activity. 

Second injury insurance has been 
established by 45 states to encour- 
age the employment of physically 
handicapped workers by providing 
that their employers shall be liable 
only for the disability resulting from 
injury incurred in their employ- 
ment without regard to any pre- 
existing physical handicap. Addi- 
tional compensation which may 
have to be paid as a result of the 
combination of the two injuries is 
payable out of a second injury fund 
which is created for this specific 
purpose, 

Security insurance is provided 
through security funds which have 
been adopted to guarantee the pay- 
ment of claims in the event that an 
insurance company becomes bank- 
rupt. Although generally developed 
in connection with workmen’s com- 
pensation, other types of security 
funds have been established, such 
as a motor vehicle liability security 
fund. 

Nonoccupational disability insur- 
ance pays cash benefits to indi- 
viduals who are unable to work 
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because of illness accidents 
which are not of an occupational 
nature. Benefits in each state pro- 
gram are based on employee earn- 
ings and are financed by employee 
contributions or by a combination 
of employee and employer con- 
tributions. 

The first state to provide a sys- 
tem of temporary cash benefits was 
Rhode Island. Its Cash Sickness 
Compensation Act, adopted in 1942, 
provides for a monopolistic state 
fund and all workers subject to the 
Act are covered by the state plan, 
as the law makes no provision for 
the substitution of any type of pri- 
vate insurance or voluntary plan. 

California’s Unemployment Com- 
pensation Disability Benefits Act 
was passed in 1946; New Jersey 
enacted its Temporary Disability 
Benefits Law in 1948; and New 
York’s Nonoccupational Disability 
Benefits Law was adopted in 1949. 
In these states, the law provides 
that the benefits may be provided 
through insurance with the state 
fund or by a private plan. In Cali- 
fornia and New Jersey, employers 


or 


te 
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are automatically covered by the 
state fund plan unless they contract 
out by providing a private plan 
which meets the requirements of 
the law. In New York, employers 
have the choice of insuring with 
the state fund, self-insuring with a 
private company, or arranging a 
special setup under an employer- 
employee agreement. 
The Future Outlook 

The current trend is for increased 
government participation in insur- 
ance, and it is evident on both the 
Federal and state levels. For one 
thing, much attention today is being 
focused on the several health insur- 
ance proposals under study by Con- 
gress. These are reflected, in the 
states, in the nonoccupational dis- 
ability measures that have been 
introduced and studied in the sev- 
eral legislatures. People seem to be 
looking more and more to the gov- 
ernment for social insurance pro- 
tection. There is a need for every 
insurance man to understand both 
government and private insurance 
to see where the protection he offers 
can best be fitted in. 


Enthusiasm without direction is always starting somewhere and never 


getting anywhere. 


—General’s Review 
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Usable Ideas for Today 


Get Ir SOMEWHERE 

One of America’s best known insur- 
ance salesmen used to give this parting 
word to prospects who had said “No”— 


“Tm sorry I cannot get you to take 
the insurance I am recommending. I 
believe with all my heart that it is for 
your best interests. I'm particularly 
sorry that you won't take it with my 
company, because there is no better 
company doing business. 

“But I am so completely convinced 
of your need for it that I urge you to 
secure the insurance in some company 
as soon as you can... for your peace 
of mind and protection.” 

The agent believed in the value of 
insurance so thoroughly that he spoke 
sincerely—and his sincerity caused 
many a prospect to sign. 

—General’s Review 


Keep Gornc 

Continuity is an advertising funda- 
mental. It’s what makes good advertis- 
ing pay off. A recent survey made by 


the advertising magazine Printers’ Ink 
shows that if you advertise in a weekly 
newspaper it will take one to three ad- 
vertisements a month to secure a con- 
tinuous effect. In daily newspapers, 
most advertisers interviewed agreed 
that a once-a-month insertion is the 
absolute minimum. In radio advertis- 
ing, the report showed that to secure 
a continuous effect a daily, or five- 
times-a-week schedule is necessary. 
This survey also showed that to secure 
enough continuity for impact and re- 
memberability in outdoor advertising, 
billboards must be exposed a minimum 
of nine to twelve months. While the 
Printers’ Ink study did not consider 
direct-mail advertising, a recent survey 
in that field showed that a once-a- 
month mailing is necessary. 

—The Hartford Agent 


7 


Onty 10 PERCENT 

“In what percent of your sales do 
you encounter competition from the 
agents of another company?” This 
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question, asked of 4,000 agents by the 
Agency Management Association last 
year, brought the somewhat surprising 
reply from more than half of the 2,542 
respondents that competition was 
found in less than 10 percent of their 
sales. 

“Agents were also asked what they 
considered the best argument to use 
in making a sale when competition 
from another agent is present. Fifty- 
three percent said ‘the personal rela- 
tionship between the prospect and the 
agent.’ None of the other arguments 
came close to this one; the next highest 
was ‘policyowner such as 
promptness in payment of claims, 
change of beneficiary, etc.’ selected by 
14 percent. 

“Asked to select the five most effec- 
tive arguments from a list of 15 and 
assuming that their companies excelled 
in every item, agents also gave the two 


service, 


arguments above frequent listing in 
second, third, fourth and fifth place. 
Combining all five choices, ‘personal 
relationship’ was selected by 86 per- 
cent of the agents and ‘policyowner 
73 percent.” 

—Weekly Underwriter 


service’ by 


Fire But Don’t Forcet 

“What would happen, if you were 
to sell your agency? Do you believe 
the new owners would check your 
files for clients who would buy addi- 
tional insurance? Of course, the an- 
swer is yes. When was the last time 
you checked your files? The BEST 
prospects are in your file cabinet. 

“Recently the writer, with the as- 
sistance of a fieldman, had remarkable 
success. Both time and effort were 
conserved; a day and a half was spent 
in reviewing his files and suggesting 


to his clients the increasing of insur- 
ance to value, and—all by telephone. 

“As soon as the daily was selected, 
the fieldman would figure the cost per 
thousand of additional insurance, for 
the unexpired term. The agent would 
then call the insured and suggest addi- 
tional insurance to bring the coverage 
in line with present-day values—no 
need to write an additional policy, but 
endorse his present policy for the un- 
expired term. 

“This was an additional service ren- 
dered to the agency’s clients and with 
the following results: 

“Ninety-six thousand worth of new 
insurance! That’s what this agency 
sold . . . all over the telephone 
without leaving the office . and in 
12 hours. 

“Out of a list of 40 prospects 
two cold turndowns six ‘thinking 
it over,’ the rest all took increases of 
varying amounts. Thirty-two orders 
out of 40 calls! 

“NOTE: Four out of the six ‘think- 
ing it over” have bought, and the 
word spread; the amount sold has run 
well over $200,000. Not bad . . . for 
a one-man agency... 12 hours of 
work . . and all without a tractor. 
Think of the renewals.” 

~The Insurance Magazine 


Tue LirrLe THrincs 
It’s the little touch that often makes 
the sale. One agent developed the lit- 
tle touch of writing upside down. He 
could face the customer, yet at the 
same time write down the proposition 
for the customer to see and read. His 
customers were as fascinated by his 
ability as by his insurance proposition. 
—The Marylander 





Court Decisions 


LIX 


ALAN GRELLER, LL.B. 


Liability of Storekeeper—An elderly 
woman entered a food market and was 
standing in front of the bread counter 
behind other people waiting to be 
served. A man, entering the store, 
pushed open a swinging door which 
struck the woman, causing her to fall 
to the floor. There were 16 to 18 
inches of clearance between the out- 
side part of the bread counter and the 
arc of the outer edge of the swinging 
door. The woman, claiming that the 
store was negligent in maintaining the 
counter so close to the door, brought 
suit against the store owners to recover 
for her injuries and was awarded judg- 
ment. This was affirmed on appeal. 
(Campbell v. Hughes Provision Co. 
(Ohio 1950) 90 N.E. 2d. 694.) 


LA 7 7 


Liability of Wholesaler—After a regu- 
lar customer of a retail grocery store 
had purchased a bottle of milk, it was 
discovered in the presence of other 
customers in the store that the bottle 
contained a dead mouse. The word 
quickly got around and the grocery 
began to lose business. The grocer 
brought suit against the processor and 
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wholesaler from whom he had bought 
the milk for damages for loss of busi- 
ness due to the bad publicity resulting 
from the mouse in the bottle and re- 
covered judgment on a verdict in his 
favor. The appellate court affirmed the 
judgment. (Southwest Ice and Dairy 
Products Co. v. Faulkenberry (Okla- 
homa 1950) 220 P. 2d. 257.) 

7 
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Liability of Garage—A man drove his 
truck into a garage for repairs where 
he was directed by an employee of the 
garage to park it. As he alighted from 
the truck he slipped on an oil slick on 


the garage floor, fell and broke his 
arm. In his suit against the garage 
owner to recover for the injury, the 
trial judge directed a verdict for the 
garage owner on the ground that the 
injured man was guilty of contributory 
negligence and therefore not entitled 
to recover. The appellate court, how- 
ever, reversed the judgment and or- 
dered a new trial, holding that the jury 
should have been permitted to decide 
the case. (Bennett v. Monroe County 
Motor Co. (Tennessee 1950) 233 
S.W. 2d. 55.) 





SMILE A WHILE 








“Would you mind repeating anything you might have dictated?” 
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HERE IS the tail section of an airliner that crashed NOW HERE is another shot of the same crash. The 
on a hillside on the last leg of a transcontinental tail is still visible, but the human wreckage is in the 
flight. The crash, which took place in the early forefront as it should be. There were still bodies to be 
morning, killed all 30 persons aboard, passengers located and rescue workers were carefully sifting the 
and crew, and left the craft a complete wreck. mass of twisted metal to find them 


A Plane 


THE NEWS IN PICTURES 





Wind 


SALVAGE EQUIPMENT of all kinds comes in to this town CLOSE UP view of what another such storm 
to speed the grim task of cleaning up the debris after a tornado did. There isn’t too much left of this house 
passed through. The storm, which roared through six states, and it will take some time to rebuild it. In 
hit this community hardest of all. The task of mopping up was addition to the extensive property damage, 
so formidable that National Guardsmen were called in to help the storm clcimed three lives. 





OF WAT was needed before fire- 
m could get this five-alarm blaze under con- 
trol. All in all it took five hours. The damage 
to the wearing apparel which was stored in this 
warehouse was estimated at $600,000. 


A Fire 


FILM STUDIO. These buildings had made up one of 

country’s oldest n studios where many of America’s b 
loved favorites had begun their climb to fame. The firem 
in the picture are doing their best to control the blaze wh 
they finally did. But when the fire was out so was the stud 


THE NEWS 


GOOD SAMARITAN. The driver of this truck 
was trying to avoid a reckless autoist approaching 
him on the wrong side of the road. Slamming into 
a railway bridge, he was lucky to be alive as huge 
beams and timbers crashed onto his truck. 





MOTORIST KILLED. The driver of this car was killed 

the highway crash which took place 70 feet up the road frq 

where his car finally came to rest. The driver of the trail 

truck he smashed into was a lot luckier. While he had to 
2n to a hospital, his injuries were only minor. 
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LOOK OUT BELOW. Windows of this seven-story hotel CARGO FIRE. Firemen are looking at the damage 
fell out and plummeted to the street below when flames to the cargo of jute and hemp after the fire which 
tore through the structure. More than 150 persons were took place in this 8,500-ton freighter was brought 
evacuated safely from the hotel and three adjoining under control. Although thick clouds of smoke from 
apartment houses and 16 firemen were overcome by smoke. the blaze billowed all over the harbor, no one was hurt. 


ES TUER ES. 


Motor Vehicle \ | 


BEGINNER’S LUCK. A 40-year-old woman out FAMILY TRAGEDY. When the bus in the background 
on her fourth driving lesson managed to do this. collided with this car, two children were killed and their 
Her car zipped through this empty concrete garage mother badly injured. The bus, which was empty at the 
as though it were paper. But the woman and the time of the crash, plowed through a candy store window 
man who was teaching her escaped unscathed. while the car smashed into the front stoop of a private house. 





ISLAND BUT NO PARADISE. The rising IN THE NAVY NOW. This Air Force Base was almost com- 
flood waters of the river turned this city pletely under water when the river broke through the dikes. 
into an island. The townspeople were all A nine-day battle fought against the waters by 1,500 men turned 
engaged in piling up sandbags as fast as out to be in vain. Damage to the base was estimated at $1,000,000, 
they could to keep their island afloat. but luckily all movable equipment was gotten out in time. 


Flood 
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Unclassified | 


THE WORKS. A freight truck, a gasoline truck and two GLASS HOUSES. When hailstones as large as 
autos were all snarled up after an electric train crashed golf balls came down on these greenhouses they 
into the freight truck. Alghough 18 persons were injured, made a shambles of them as the picture shows. 
none were killed; and quick-thinking drivers snuffed out When the damage to this property and others in 
the fire which began in the gasoline truck the area was added up, the total reached $100,000. 
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Errors and omissions  insur- 
ance is indispensable to the 
efficient operation of the 
mortgage departments of all 
money lending _ institutions. 
The agent who best under- 
stands what this policy can 
do and how it fits into the 
mortgagee’s picture is most 
likely to land the business 


Mistakes Do Happen 


is a form of insurance needed 
by savings banks, cooperative banks, 
trust companies, building and loan 
associations, life insurance compa- 
nies or any lending institution in- 
vesting money in mortgages. 

Although this form of cover has 
been available for the past 30 years, 
at least, and though there has been 
a very definite need for this protec- 
tion, not much of it was purchased. 
This was due to the excessively 
high fire rate, the limiting restric- 
tions of the form and the inability 
or reluctance on the part of under- 
writers to furnish the protection 
afforded by the extended coverage 
endorsement. 

Now, of course, in the greater 
part of the United States, this has 
been corrected by applying a more 
equitable fire rate, a broad form 


Bisa! AND OMISSIONS insurance 


The author—Mr. Eager is assistant secretary 
of the Employers’ Fire Insurance Company 
and the American Employers’ Insurance 
Company. He has been engaged in fire 
underwriting with the companies for 25 
years. 





By ROBERT W. EAGER 
and the opportunity to utilize the 
extended coverage endorsement. 
Approximately a year and a half 
ago in most sections of the country, 
the fire rates for errors and omis- 
sions insurance were reduced one- 
half and it was made permissible to 
attach the extended coverage en- 
dorsement to an errors and omis- 
sions policy. 

Errors and omissions insurance 
is a form of coverage for an indirect 
or consequential occurring 
when: (1) property, on which there 
is a mortgage, is damaged, and (2) 
the direct damage insurance is in- 
adequate to such an extent the 
interests of the mortgagee (lender) 
are affected. If this inadequacy 
arises out of an unintentional error 
or omission on the part of an officer 
or employee or agent of the bank 
or lending institution, then errors 
and omissions insurance furnishes 


loss 
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the mortgagee with the required 
recovery. 

The coverage is written blanket 
over the entire portfolio of mort- 
gages held by a single institution, 
named as the insured in the policy. 
It does not cover properties which 
the (lending institution) 
itself happens to own. The protec- 
tion is only on those properties 
where the insured holds the mort- 
gage and the mortgagee 
only, not the property owner. 


insured 


covers 


The errors and omissions policy 
is written by attaching the errors 
and omissions form to an ordinary 
fire policy and, where required, the 
extended coverage endorsement #4 
may be attached. 

The form, you will note, has a 
ten percent coinsurance clause, the 
“value” being the sum total of all 
the mortgages held by the insured. 
The greater the amount of the pol- 
icy the lower the rate becomes on 
each million dollars 
worth of mortgages. 

Inasmuch as 


successive 


and 
omissions policies have been in- 


many errors 
correctly sold or purchased since 
the date it has been possible to 
grant the attachment of the ex- 
tended coverage endorsement, the 
use of this endorsement should be 
explained. 

The errors and omissions form 
states that the extended coverage 
endorsement applies only to prop- 
erties where the insured’s interest 
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therein includes a contractual right 
(expressed by written agreement) 
to include the extended coverage 
endorsement as a part of the re- 
quired insurance to protect the 
insured’s interest. Yet, errors and 
omissions policies have been sold 
when the loan agreement between 
the bank and its client does not 
require the extended coverage en- 
dorsment. In_ those there 
would be an unsatisfactory loss 
adjustment. 

Also, there are instances where 
for the past few years the extended 
coverage endorsement been 
made a part of the loan agreement 
or a supplementary agreement 
sometimes referred to as a letter of 
commitment has been adopted. 
Nevertheless, there are untold 
numbers of mortgage agreements 
in force where the extended cover- 
age endorsement has not been re- 


cases 


has 


quired. 

It should be clearly understood 
that the extended coverage portion 
of the errors and omissions policy 
applies only in those individual in- 
stances of loss where such coverage 
was required, and then, in spite of 
exercising due diligence, an unin- 
tentional error or omission in pro- 
curing the coverage occurred. 

Most mortgage departments of 
life insurance companies, building 
and loan associations, banks, and 
other institutions which regularly 
invest their money in mortgages 
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have set up efficient systems for the 
purpose of supervising their mort- 
gage loans and the physical proper- 
ties behind them. 

For each piece of property on 
which there is a mortgage, the 
mortgage department maintains a 
separate, complete file containing 
all the papers pertaining to the 
mortgage loan, and contained there- 
in is also the fire insurance policy 
covering the property and made 
payable to the mortgagee. 

All of these mortgage files are 
regularly reviewed and revised with 
respect to an insurance expiration 
list. The purpose of this is to make 
sure that all expiring insurance is 
properly renewed in advance. 

The system is usually well-estab- 
lished so that the chance of errors 
or omissions which may cause the 
lapse and nonrenewal of insurance 
policies is minimized. Yet in any 
well-run organization there is al- 
ways the possibility that something 
may go askew. To meet such a con- 
tingency is the purpose of errors 
and omissions coverage. 

The purchase of errors and omis- 
sions insurance by no means relieves 
a mortgage company (the insured) 
from maintaining a system, expen- 
sive as it may be, to see to it that 
all direct property damage fire in- 
surance is correct and in order on 
mortgaged property. 

There are many instances of how 
a loss could occur. To interest a 
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client in buying errors and omis- 
sions coverage the following should 
be brought to his attention: 

A mistake could be made by im- 
properly binding fire insurance. 
The bank’s client for one reason or 
another may not have promptly 
furnished a policy prior to the oc- 
currence of a loss; the bank’s client 








Robert W. Eager 


may fail to furnish a policy; there 
may be an error in description of 


the property covered; or there may 
be a transfer and a delay encoun- 
tered or passed over and the prop- 
erty suffer a loss. 

Another common occurrence is 
an error in the term. The policy 
actually may be written for a one- 
year term, but the bank’s records 
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are marked as having the policy 
written for a three- or five-year 
term. Now that there is greater use 
being made of the installment pre- 
mium payment plan, where the 
term is five years but the premium 
is paid annually and failure to pay 
the premium installment is in effect 
cancellation of the policy, there are 
going to be more and more instances 
of lapses and ensuing claims. 


PossIBLE DANGERS 


It is interesting to note there 
have been cases where, at the time 
of “passing papers,” on policies 
written for five years under the in- 
stallment premium payment plan, 
there has been a prorating of the 
unexpired five-year premium be- 
tween the purchaser and the seller, 
but actually only a one-year pre- 
mium has been paid. The new pur- 
chaser of the property paid for four 
years of fire insurance to the seller 
only to find out shortly thereafter 
that only one year’s premium had 
been actually paid to the agent of 
the insurance company issuing the 
policy. No fraud was intended— 
just an error. But think for a mo- 
ment of the danger to be encoun- 
tered and the time and trouble 
necessary to clear up this accidental 
error Or omission. 

Another type of loss that may be 
encountered by an errors or omis- 
sions policy may occur from a co- 
insurance deficiency. Let us assume 
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a bank’s client has a building valued 
at $50,000. This client has a mort- 
gage of $12,000 and furnishes the 
bank with a fire policy in the amount 
of $12,000 written with the 80 per- 
cent coinsurance clause. Now, let’s 
assume this building suffers a fire 
loss of $35,000. When the adjust- 
ment takes place it will be found, 
based on a value of $50,000 on the 
building and the policy in the 
amount of $12,000 written with the 
80 percent coinsurance clause held 
by the bank, there should have been 
$40,000 insurance to live up to the 
coinsurance requirement. The loss 
is then settled on the basis of the 
ratio of $12,000 to $40,000 (the 
amount of insurance carried over 
what should have been carried) so 
the insurance company will pay 
3/10 of the $35,000 loss, or a total 
of $10,500. This leaves a defiiency 
of $1,500. 


MAKING It Up 


This $1,500 will be paid to the 
bank under the errors and omis- 
sions policy, but the bank must 
indicate this coinsurance deficiency 
arose from an accidental error or 
omission. Something was done in- 
correctly or in error in the normal 
procedure of the bank’s checking 
the adequacy of insurance prior to 
allowing the loan. It should seem 
necessary then for the bank, in its 
normal procedure of making its re- 
quirements for insurance where a 





MISTAKES DO HAPPEN 


Another type of loss... from a coinsurance deficiency 


fire policy bearing coinsurance is to 
be issued, to make certain that, 
after having secured the proper 
appraisal and having decided upon 
the loan, consideration be given the 
additional step of requiring all other 
fire policies on the insured build- 
ing be certified to the bank. Thus, 


even though the loan may be » 


small part of the total value of the 
insured building, there must be 


maintained by the bank's clients 
sufficient fire insurance to meet the 
requirements of the coinsurance 
clause in the policy held by the 
bank. 

Considering, therefore, all of the 
possibilities of loss that may be 
covered by the errors and omissions 
policy, as well as such factors as: 
(1) The very reasonable premium 
cost. 
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(2) The noting of such protection 
by the state examiner. 

(3) An increasing building value 
affecting the coinsurance clause in 
fire policies. 

(4) The changes in the fire insur- 
ance business with the widespread 
use of the premium installment pay- 
ment plan. 

(5) The development of multiple 
risk writing introducing the “pack- 
age policy” that is the homeowner’s 
multiple peril policy. 

(6) The apparent trend towards 
policies being written without an 
expiration date (continuous policy). 
(7) The continuing in force of such 
policies being based on premium 
payments on anniversary dates, 
otherwise the policy is considered 
cancelled. 

Since all these factors tend to 
make it more and more difficult for 
any lending institution to follow 
closely and supervise the correct 


receipt and maintenance of fire in- 
surance policies covering the prop- 
erty in connection with which loans 
have been made, you can appre- 
ciate how essential it is that lending 
institutions have errors and omis- 
sions insurance. 

As an agent or broker, you should 
explain this coverage to prospects. 
Your bank or similar concern will 
be indebted to you for the full ex- 
planation. Actually this is required 
of you. Your having failed to do so, 
in the event of an unsatisfactory 
loss adjustment on an errors and 
omissions policy, may perhaps lose 


you the errors and omissions policy. 


Or, if you haven't sold this policy, 
then, in the event of an uncovered 
errors and omissions loss, you may 
perhaps lose the banker’s blanket 
bond, the registered mail policy or 
the bank’s direct property damage 
insurance on the property it holds 
as owner, some or all of which you 
may be insuring as agent or broker. 


What the nation needs is an entirely new kind of driver—a 
driver who understands the destructive force of the machine he 
uses, a driver thoroughly grounded in traffic safety, a driver with 
respect for the traffic laws and the good sense to follow the warn- 


ings of traffic signs. 


We need immediate attack—better laws and regulations, effective 
enforcement through increased manpower, facilities and training, 
arid aggressive support by the public of immediate traffic reforms. 


—Columbus (Ohio) State Journal 





The Agent Looks 


J ETS BE HONEST with ourselves. 
| What does the title of this 
article mean to us as insurance 
agents beyond the value of the pre- 
mium dollar? If the question im- 
plicit in the title were put to a rep- 
resentative cross section of agents, 
it is undoubtedly true that we would 
receive more than our share of the 
usual stock answers relative to the 
wonderful invention that the mod- 
ern automobile is. Many of our 
answers would describe the beauty 
of this glamorized combination of 
sheet metal and steel which fur- 
nishes us with dependable trans- 
portation to our destinations and, at 
the same time, affords us the luxury 
of our living room. Such answers 
would necessarily be placed on the 
credit side of our ledger, but let us 
take a peek at the debit side and 
The author—Mr. Pers has had his own 
insurance agency in Hammond, Ind., since 
1934. A past president and former secre- 
tary of the Hammond Insurance Agents 
Association, he is now chairman of the 


accident prevention committee of the or- 
ganization. 
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Everything you do impresses 
your neighbors one way or 
another. Here is one agent's 
story of what his association 
has done for its community 


at the Auto 


By JOHN F. PERS 





see what that picture looks like. 
That story, unfortunately, is one 
of more accidents, more property 
damage, and, worst of all, more in- 
juries and fatalities. Why? Why do 
so many needless accidents occur? 
Is our attitude towards this problem 
one of fatalistic complacency? Cer- 
tainly we cannot accept the saying 
that “accidents will happen.” For 
such reasoning is a product of the 
same kind of thinking that existed 
years ago before epidemics of dis- 
eases were attacked in an intelligent 
and deliberate manner. Most of us 
know that accidents do not happen. 
They have causes and these causes 
for the most part can be eliminated 
entirely or reduced substantially. 
We are all aware of what has 
transpired in the industrial and re- 
lated fields which suffered so much 
many years ago because of the lack 
of an efficient safety program. 
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Industrial safety programs have be- 
come part and parcel of almost 
every responsible organization. I 
firmly believe that the motor car 
accident record today is analogous 
to the condition which prevailed 
many years ago in industry before 
the advent of efficient and intelli- 
gent management of industrial 
safety. That is why I believe the 
automobile safety movement of our 
time is comparatively in its infancy. 
However, this is definitely the time 
for all of us to do what we can to 
put the automobile safety move- 
ment on the road to adulthood. 


Goop QUESTION 


You may ask the question now, 
“What does all this have to do with 
the insurance business?” That is a 
very good question and leads me 
to the theme of this article. We, as 
insurance agents, are on the spot, 
if I may take the liberty of putting 
it that way. We are on the spot for 
several reasons. Chiefly, however, 
because we are placed in a position, 
through no effort of our own, to be- 
come leaders in our own communi- 
ties, cities, and towns and render a 
valuable public relations job which 
falls in our field of endeavor. One 
of the other reasons might be that 
it is also our duty as insurance 
agents to exert all our efforts for an 
improvement of the deplorable ac- 
cident record existing today. 
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Amongst many other things, we 
have our salvation at stake. With- 
out an appreciable improvement in 
the accident record, I do not be- 
lieve it is necessary to emphasize 
that further adjustments in rates 
will have to be made. 


No EXAGGERATION 


I wish I could believe that this 
is an exaggerated statement, but, if 
the high cost of settling claims con- 
tinues along the pattern moulded 
today by virtue of the increased 
number of accidents, inflationary 
pressures affecting the cost of medi- 


cal treatment and court awards 


granted to claimants, which are un- 
believably high, could price us out 
of the market, with the consequent 


agitation by state legislatures for 
state insurance funds and many 
other undesirable acts of legislation 
detrimental to our business. 

The situation therefore presents 
a challenge to every insurance agent 
in the country and this challenge 
should be vigorously attacked and 
met with an efficient and progres- 
sive accident prevention program 
on a local level. In our city of Ham- 
mond with an area of 27 square 
miles we have a population of 
slightly less than 90,000 people. 
Our city is crisscrossed by more 
railroads than perhaps any other 
comparable city in the country. We 
are located on the fringe of the 
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metropolitan Chicago area and have 
several arterial highways that, in 
addition to carrying a heavy trans- 
continental passenger car traffic 
from the east to the west and from 
the south to the north, also carry 
an unusual amount of truck and 
passenger car traffic to and from the 
local steel industries, refineries and 
other diversified industries which 
are too numerous to mention. Also 
because of our proximity to Chi- 
cago, we are naturally exposed to 
a constant heavy flow of traffic over 
the weekends when people are on 


the move to other neighboring dis~ 


tricts. This, of course, has a direct 
bearing on the resultant high acci- 
dent problem faced by us. Berhaps 
because of these conditions we are 
naturally more aware of the acci- 
dent problem than insurance agents 
located elsewhere. 

The Hammond Insurance Agents 
Association has had a continuing 
interest in maintaining the best pos- 
sible public relations for the better- 
ment of its agents’ relationship with 
the public. In our quest for a suit- 
able public relations program we 
believe generally that our efforts 
should be directed towards an ac- 
cident prevention program. We en- 
listed the support of the Association 
of Casualty and Surety Companies 
and through their advice we found 
an answer to our problem. The 
answer was beyond question the 
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most constructive and_ intelligent 
approach to the accident problem— 
driver training education in sec- 
ondary schools. We were fortunate 
in having the benefit of an experi 
enced safety engineer who was field 
representative of the Association of 
Casualty and Surety Companies. 
With his generous assistance and 


John F. Pers 


direction, we laid the ground work 
for the final acceptance of an ac- 
credited course in driver training 
in each of the local high schools. 

The city of Hammond has four 
public high schools at the present 
time and one Catholic high school 
which draws a large enrollment 
from the immediate area. Our ar- 
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rangements led to a meeting with 
a representative of the Board of 
School Trustees, two school officials, 
including the superintendent of 
schools, two members of the traffic 
division of the Police Department, 
the field representative of the Asso- 
of Casualty and Surety 
Companies and representatives of 


ciation 
our association. 


CLASSROOM INSTRUCTION 


It didn’t take too long to learn 
at this meeting that a plan of edu- 
cation was desired by the schools 
but the problem was to determine 
which course of action was the best 
suited for the objective desired. 
Classroom instruction was found to 
be the most desirable because it 
reaches the most students at any 
given time and concerns itself pri- 
marily with the 
future. This class instruction can, 
of course, be supplemented by ac- 
tual “behind the wheel training” 
which has many advantages but, 
naturally, also has difficulties due 
to the higher cost of training per 
student and the relatively smaller 
number of students that can be 
taught at any given time. The re- 
ception of our program by school 
officials was much better than we 
had anticipated. Such driver train- 
ing today is recognized as essential 
as the health and other safety 
courses which are taught in the 


drivers of the 


July 


secondary schools. 

In the April 1951 issue of “Better 
Homes and Gardens” there was 
published an article written by Mil- 
ton Mayer in which he states that 
“In Cleveland a study of driver 
education in high schools showed 
that the teen-age accident record 
was cut in half. In Delaware the 
State Highway Department com- 
pared a record of 11,000 drivers 
trained in high school with an 
equal number of untrained drivers 
of the same age. There were 274 
arrests of untrained as against 57 
arrests of trained drivers; 341 warn- 
ings of the untrained as against 101 
of the trained; and 251 accidents of 
the untrained as against 56 of the 
trained.” Mr. Mayer also quoted a 
high school teacher of New York, 
who stated that “In spite of the fact 
that we have all subscribed to the 
doctrine that we are educating the 
whole child this is the first time that 
we have been given a practical sug- 
gestion on how to keep our whole 
children in one piece. This is not 
a play on words. Any talk about 
secondary education in the United 
States which does not include driver 
and safety education is sheer mum- 
mery.” This statement is character- 
istic of the many reports received 
from all over the country where 
this type of education has been 
introduced. 

Despite the fact that the mem- 
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bership of our local 
comparatively small 
nominal, our desire to project this 
program was so great that the ini- 
tial expense of equipment and text 
books was borne by our association 
through a special assessment that 
was levied against each agency on 
a prorata basis. Fortunately, the 
five sets of testing devices for each 


school plus copies of the text book, 
“Man and the Motor Car,” which 
approximated 350 books, were ob- 
tained through the Association of 
Casualty and Surety Companies at 
cost which made it financially pos- 
sible for us to render a valuable 
public servicé to the future drivers 
and present drivers of high school 
age. All the other material, includ- 
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ing instruction manuals for the 
teachers, and examination supplies 
were furnished without cost to the 
schools by the Association of Cas- 
ualty and Surety Companies. 


TEAM WorK 

The success of this venture was 
so encouraging that it prompted us 
to place one set of testing devices 
and all incidental material on dis- 
play at the local Food and Home 
Show were we had previously ar- 
ranged for space for the advance- 
ment of our public relations pro- 
gram. We used this space entirely 
for the advertising value that we 
might receive in conjunction with 
the promotion of our High School 
Driver and Safety Education Pro- 
gram. Again we had the benefit of 
the wonderful assistance rendered 
by the field representative of the 
Association of Casualty and Surety 
Companies who furnished all the 
necessary materials to make 
space one of the most attractive on 
the floor. The development of this 
phase of our program required a 
great deal of team work from our 
agents and as usual the response 
was almost unanimous. All the 
agents who participated in man- 
ning the exhibit and equipment 
expressed the opinion that their 
time and effort was well rewarded 
in the results we had obtained. 

We offered tests to the visitors at 
our booth and learned that many 


our 


July 


people were turned away because 
time would not permit the accom- 
modation of all the people who 
manifested so much interest in our 
exhibit. Of the 656 registrants who 
received the benefit of the tests 
that we offered, it is interesting to 
note the following breakdown ac- 
cording to age of people who took 
our tests: Under age 15—34; from 
15 to 20—126; from 21 to 24—62; 
from 25 to 65—431; over 65—3. 


CONCLUSIVE PROOF 


If the time involved had not been 
so short, the number of registrations 
would have been many times as 
great. It proved conclusively that 
the public is becoming more con- 
scious of the necessity of safe auto- 
mobile driving and will do much to 
alleviate its bad accident record if 
it is led to a constructive educa- 
tional safety program. It is impos- 
sible to believe otherwise than that 
the first place to make these driver 
training courses available is in the 
high school. The youthful driver 
continues to be a major contributing 
factor to the terrible record of death 
and destruction on our streets and 
highways. It is generally agreed 
that the primary causes of accidents 
involving young people are faulty 
attitudes and poor judgment. There- 
fore, if we can successfully promote 
driver training courses with full 
attendance in the high schools we 
are certain to enjoy in the future 
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the benefits of this education, not 
only by saving lives and preserving 
property, but also in the feeling of 
increased satisfaction we will get 
from being in our business. 

To the agents of the Hammond 
Insurance Agents Association, “Man 
and the Motor Car” is a very valu- 
able text book which is being pres- 
ently used in the Hammond High 
Schools. But it is more than that. 
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“Man and the Motor Car” afforded 
us an opportunity to render a valu- 
able public service. “Man and the 
Motor Car” offers every insurance 
agent in the country an opportu- 
nity to lead the way to automobile 
accident prevention which may not 
only assist in saving our lives but 
those of our children. It offers an 
answer to the challenge, “What are 
you going to do about it?” 





A Reminder 


Good Housekeeping has published the first of two 
articles giving its readers the facts about automobile 
liability insurance in its July issue, which appeared on 
the newsstands in the latter part of June. The second 
article will appear in the August issue, which will be 
available later this month. The articles, part of a series 
running in the magazine to acquaint women with the 
importance of insurance in family security, were writ- 
ten by the well known author, Richard L. Frey. The 
public relations staff of the Association of Casualty and 
Surety Companies assisted Mr. Frey in the preparation 
of the articles. 














Crowded court calendars are 
a matter for the concern of 
everyone. Here is the story 
of what insurance companies 
have done and are doing to 
keep subrogation cases out 
of court through the Inter- 
Company Arbitration Agree- 
ment 


Justice at Wholesale Rates 


N THE FACADE of a stately 
O court house in New York City 
is this inscription: “The true ad- 
ministration of justice is the firmest 
pillar of good government.” Im- 
plicit in the concept of “true admin- 
istration” timely and speedy 
justice. Insurance companies may 
justly take pride that, by voluntary 
action, they have erected a struc- 
ture of inter-company arbitration 
that has served vastly to speed up 
justice in automobile liability and 
plate glass cases. 

The joint participation in 1952 
of at least 159 capital stock and 
mutual companies in the nation- 
wide Inter-Company Arbitration 
Agreement will assure the amicable 
settlement through arbitration with- 
out recourse to the courts, of more 
than 2,000 subrogation cases in- 


is 


The author—Mr. Woods is the manager of 
this Association’s claims bureau. Possessed 
of an LL.B. from Tulane University and 
a member of the Bar of Louisiana, he is 
a former special agent of the Federal 
Bureau of Investigation. 
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By N. MORGAN WOODS 


volving about $500,000. 

The real over-all importance of 
arbitration is not reflected, how- 
ever, in the figure of $500,000. 
Although 1,368 subrogation cases 
were settled out of court in 1951, 
even more important is the fact 
that the device of arbitration has 
created a climate of friendly nego- 
tiation between companies that led 
in 1951 to the settlement of approx- 
mately 19,000 cases without bur- 
dening the dockets of the various 
courts. In the great majority of 
cases, this was done even without 
recourse to the arbitration com- 
mittees. On the basis of the average 
award of $254 made in 1951, it is 
reasonable to presume that about 
$4,835,000 was involved in these 
voluntary settlements. 

The awards in 1951 were ren- 
dered by arbitration committees 
located in 59 widely-spread sec- 
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tions of the country. The establish- 
ment of approximately 25 more 
such arbitration committees is ex- 
pected before the present year ends. 
Furthermore, it appears likely that 
in the near future at least 90 per- 
cent of all the companies writing 
physical damage and automobile 
property damage liability insurance 
will be encompassed in the volun- 
tary arbitration system. 


Major BLEssING 


The major blessing of this arbi- 
tration that 
gains by it, and nobody loses. The 


system is everyone 
principal beneficiaries of the ar- 


rangement are the participating 


companies themselves, the policy- 


holders, the courts and, therefore, 
the public. By removing from 
crowded court dockets 

20,000 cases that normally would 


almost 


have gone into litigation in pre- 
arbitration days, the companies 
have helped to keep the court 
calendars from becoming even more 
clogged than they are at present. 
Furthermore, by thus removing the 
need for jury trials in many cases, 
the public has been spared and 
time has been saved for every one. 

One of the auxiliary blessings of 
arbitration is that it tends to re- 
move from the minds of the policy- 
holders and the public an erroneous 
belief that insurance 
involves a great deal of contention 
and litigation when a claim arises. 


necessarily 


Arbitration helps to clear the psy 
chological climate by proving that a 
man is not buying a lawsuit when 
he purchases an automobile policy. 
From the point of view of the 
agent and broker, that advantage 
can be recognized instantly, and a 
simple understanding of the arbi- 
tration system and how it works 
will provide him with a new tool to 
help dispel public misconceptions. 


SUBROGATION CLAIMS 


What is Inter-Company Arbitra- 
tion, in specific terms? Briefly it is 
a nationwide system for settling 
disputes between companies over 
which company is liable in automo- 
blie physical damage and plate 
glass claims. Such inter-company 
disputes are known in legal terms 
as subrogation claims. Companies 
participating in the system waive 
their rights to go to court and, in- 
stead, agree to rely on the skilled 
and experienced judgment of neu- 
tral arbitrators to settle in an in- 
formal manner the issues involved 
in such cases, up to $1,500. The 
arbitration of subrogation cases in- 
volving more than $1,500 may also 
be accomplished if all the compa- 
nies parties to the dispute agree to 
use arbitration procedures instead 
of litigation. 

For the sake of the newer men 
and women in the casualty insur- 
ance business, a digression may be 
in order to offer a more complete 
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and non-legal explanation of subro- 
gation. 

Assume that you have collision 
insurance on your car and someone 
crashes into it, inflicting damage 
totaling $500. Your insurance com- 
pany will pay you $450 (which 
assumes a $50 deductible) irrespec- 
tive of whether you or the other 
driver was at fault in the collision. 
However, the facts of the accident 
indicate to you that the driver of 
the other car was negligent, there- 
by making him legally responsible 
for the collision. 

Your insurance 
paid you $450, but obviously, if 
the other driver was really at fault, 


company has 


it seems an imposition on justice 
that your carrier should foot the 
bill. This is where subrogation steps 
into the picture. Your insurance 
policy, as you know, provides— 
more or less in this language—that 
“the company shall be subrogated 
to all the insured’s rights of recov- 
ery ... against any person or organ- 
ization.” The policy then stipulates 
that the insured will help the com- 


pany recover its loss, and that the 
insured will do nothing to prejudice 
those rights to recoup the loss. Your 
insurance company, therefore, is in 
a position to bring a lawsuit against 
the driver of the car that rammed 


into yours. 
Meanwhile, the 

second car and his insurance carrier 

have become convinced that you 


driver of the 


July 


were at least partly in the wrong in 
the accident and that your negli- 
gence contributed to the mishap. 
They feel that your contributory 
carelessness absolves them from 
paying you. And there the matter 
stands: You are convinced that you 
are right, and the other chap is con- 
vinced that you are in the wrong, 
in a legal sense. 
Many BENEFITS 

In the old days, before the Inter- 
Company Arbitration Agreement 
formulated, your insurance 
company and the carrier of the 
other driver would first have tried 
to settle the issue between them- 
selves. Failing that, one or the othe: 
company (or both) would have 
brought suit in court. There is no 
need to remind you of the possible 
meanderings of such a legal case, 
with its delays and costs. It is 
enough to remind you that you, be- 
cause you had subrogated your 
rights to your insurance carrier, had 
agreed to help fight your insurance 
company’s case in court—a fact that 
many persons are very 
much in the dark about. 

This hypothetical case, which 
can be multiplied many times in 
actuality, has counterparts in plate 
glass breakage. Those thousands of 
instances can be and are being set- 
tled today in a spirit of good-will 
between the companies affected. 
The chief benefits to the compa- 


was 


insured 
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nies that have become members of 
the arbitration system are the sav- 
ings in time, effort and money that 
invariably result from a law suit. 
We must remember, too, that above 
the companies hovers the shadow 
of the policyholder, who is ulti- 
mately and actually the real gainer 
by the economies, which are made 
tangible in terms of premiums as 
well as time saved. 

As suggested earlier, one of the 
most important provisions of the 
arbitration agreement makes it pos- 
sible to submit to arbitration claims 
involving more than $1,500. Poten- 
tially, this article opens up wider 
fields of usefulness in arbitrating 
inter-company disputes. By agree- 
ment of the parties affected, arbi- 
tration may embrace claims beyond 
$1,500 and may also include suc! 
issues as workmen’s compensation 
subrogation cases, questions of pol- 
icy coverage and interpretation and 
the overlapping of coverage. 

These provisions set the stage for 
the next period of further growth 
under the basic arbitration agree- 
ment. It is hoped that, as experi- 
ence with arbitration grows, more 
and more companies will take ad- 
vantage of the permissive article to 
arbitrate cases that do not auto- 
matically fall under the terms of 
the compact. 

The following illustration may 
serve to bring out the possibilities 
of the arbitration agreement: 
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A mercantile firm has a burglary 
insurance policy on its premises. It 
also carries a fidelity bond covering 
its employees. The company safe 
is rifled and cash and securities are 
stolen, under conditions that raise a 
whether the was 
burglarized or its contents stolen by 


question safe 


company employees. By agreement 


Blackstone Studios 


N. Morgan Woods 


between the companies that wrote 
the burglary and fidelity policies, 
the question of which company 
shall cover the loss may be arbi- 
trated. In determining the cover- 
age, the fact to be established by 
arbitration is whether it was an 
inside job or an outside job of 
theft. 

With inter-company arbitration, 
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we step out of the formalism of the 
courtroom, with its filing of plead- 
ings, subpoenaing of witnesses, tak- 
ing of testimony, and the delays 
incident thereto—all the expensive 
stage settings and props of official 
justice officially administered. 


INFORMAL ATMOSPHERE 


With inter-company arbitration, 
we step into an informal atmos- 
phere. Three neutral arbitrators 
who are employed by insurance 
companies signatory to the agree- 
ment hear the facts of the case, 
examine investigation reports of the 
accident, inspect the bills covering 
the damage and then give their 
decision, usually unanimously. The 
case at issue is brought to the arbi- 
tration committee, which is selected 
on a rotating basis from a large 
panel of claims specialists, by the 
claims department representatives 
of the insurance companies affect- 
ed. The claims men may or may not 
be attorneys. The arbitrators are 
usually, but not necessarily, attor- 
neys. The average time needed to 
settle a case through arbitration is 
20 to 30 minutes. 

Perhaps of even greater signifi- 
cance than the number and value 
of cases settled by means of arbi- 
tration is the fact that a climate 
has been conditioned for the friend- 
ly airing of disputes by the partici- 
pating companies. Frequently, the 
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mere existence of the machinery for 
arbitration leads companies in dis- 
pute to settle a case over the tele- 
phone, thus by-passing both the 
courts of law and the arbitration 
system. It is estimated that for 
every four cases submitted to arbi- 
tration, three cases are subsequent- 
ly settled by the companies without 
need for hearing and decision by 
the arbitrators. In addition to the 
cases submitted for arbitration, 
about three times as many are set- 
tled directly without the need for 
even filing a request for arbitration. 
The significance of arbitration, 
therefore, is visible even more in 
the work that it does not have to 
perform than in the actual settling 
of cases that enter its province as a 
last resort. 
CONGESTED CouRTS 

In recent years, the courts of the 
country, particularly in the metro- 
politan centers, have been seeking 
ways of clearing their congested 
calendars. Much of the congestion, 
the courts have declared, has re- 
sulted from the rising number of 
automobile accident cases. In truth, 
the number of accident cases is 
much greater than could have been 
envisaged in the horse and buggy 
days, when most of our court pro- 
cedures were drawn up. But, also 
in fairness, it must be acknowl- 


edged that insurance companies 
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A climate ... for the friendly airing of disputes 


have been in the forefront of the 
effort to clear bogged-down court 
dockets and to ease the burden on 


municipal and state courts. 

For instance, the National Bu- 
reau of Casualty Underwriters set 
up in 1929 an arbitration board, 
through its claim department, for 
the metropolitan area of New York 
City. The number of companies 


that subscribed to this agreement 
was limited, but the program was 
a success during its 15 years of op- 
eration. In 1938, a more ambitious 
step was taken, when the Claims 
Bureau Advisory Committee, of the 
Association of Casualty and Surety 
Companies, together with the Cas- 
ualty Claims Executive Committee 
of the National Association of Mu- 





54 THE CASUALTY AND SURETY JOURNAL 


tual Casualty Companies, formed 
the Combined Claims Committee. 

The Combined Claims Commit- 
tee carefully studied and analyzed 
the experience of the arbitration 
board in New York City, and in 
1944, encouraged by the successful 
operation of the New York panel, 
decided to go ahead with an inter- 
company agreement to operate on 
a_ national The program 
proved its success speedily. By the 
end of 1951, the number of partici- 
pating companies had grown to 
147, and their combined physical 
damage and automobile property 
damage premium writings approx- 
imated one-third the national total. 

Once the arbitration panel de- 
cides a case, its verdict is final. 
There is no appeal from the deci- 
sion, nor can the case be taken to 
law. It is an interesting sidelight to 


scale. 


note how far the insurance compa- 
nies have gone to treat the policy- 
holder in an equitable manner. All 
the companies to the agreement 
have conformed to this picture: If 
they are defending for a policy- 
holder who carried property. dam- 
age liability insurance, and if they 
lose the decision to a collision car- 
rier with a deductible, they will, 
without further ado, automatically 
turn over the value of the deducti- 
ble to the collision carrier’s assured. 
Such a position undoubtedly goes 
a long way in winning the good- 
will of the policyholders. 

The entire arbitration system is 
another example of enlightened 
self-interest. It is, moreover, an 
illustration of how insurance com- 
panies operate to provide timely 
and speedier justice at a time when 
court calendars are overburdened. 


“That chair,” an agent told a client, “is worth $5,000.” 
“Says you!” said the client. “How could a chair like 


that be worth $5,000?” 


“That’s what it cost me last year,” the agent explained. 


“Sitting in it instead of going out after business.” 


—The Employers’ Pioneer 





Stock insurance companies 
have long realized that their 
functions extended far be- 
yond the payment of claims. 
Here is the first of a three- 
part discussion of the role 
the companies have played 
in the field of safety educa- 
tion 


The Industry and Safety 


URING THE PAST 30 YEARS, al- 
D almost unnoticed a revolution 
in life-saving has been taking place 
the United States. The death 
rate from accidents to children dur- 
ing this period has actually been 
cut in half. In the face of increased 
hazards on our streets and high- 
ways there has been a steady de- 
cline in child fatalities, resulting 
in an estimated saving during the 
last 20 years of well over 30,000 
lives, besides avoidance of several 
hundred thousand injuries. Much 
of this “saving” is due to the safety 
education activities of the schools 
and colleges of the nation. 

As evidence of what has been 
going on, consider: 

1. Between 1922 
total _ traffic 


in 


and 1950 
deaths _ in- 


of the Center for Safety Education since 
its founding at New York University in 
1938. He had previously been the director 
of the Education Division of the National 
Bureau of Casualty and Surety Underwriters. 
He has written extensively in the field of 
safety education and is a director of the 
National Safety Council. 
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creased 65 percent; in the 
school age group there was 
a reduction of 27 percent. 
In all where there 
has been a study of the ac- 
cident of high 
school trained drivers—Del- 
aware, Massa- 
chusetts and Vermont—the 
trained group show a lower 
accident than those 
without training. 


states 
records 


Wisconsin, 


rate 


Many cities show a marked 
reduction in fatalities 
among children of school- 
age. For example, in 1926 
over 400 in New York City 
were killed in traffic acci- 
dents. By 1945 this had 
been reduced to under 100 
and has remained around 
the 100 mark until 1951 
when early figures show a 
marked increase. 
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4. In 1932, eight high schools 

in the country were giving 
driver educa- 
tion; the report for the 
school year 1950-51 shows 
7,900 schools, and 650,000 
students trained. 


courses in 


DRAMATIC REDUCTION 


In this dramatic reduction of fatal 
and non-fatal accidents the capital 
stock 
sented by the member companies 
of the Association of Casualty and 
Surety Companies has played an 
important role, for it was the finan- 


insurance industry repre- 


cial contribution of these companies 
to the National Safety Council in 
1922 that resulted in the develop- 
ment of the safety education move- 
ment. This grant was continued for 
the next 15 years, so that by 1937 
over $500,000 had been contrib- 
uted. In 1922, the pre- 
vention work was carried on by the 
National Bureau of Casualty and 
Surety Underwriters. In 1935 this 
was transferred to the national 
conservation bureau of the Asso- 
ciation of Casualty and Surety Ex- 


accident 


ecutives (now Companies). In 
1948 the Association changed the 
name of the national conservation 
bureau to the accident prevention 
department. 


In 1937 the insurance companies, 


recognizing the need for trained 
leadership and research, provided 


July 


the initial grant to New York Uni- 
versity that resulted in establish- 
ment of the Center for Safety Ed- 
ucation. This grant has been con- 
tinued annually by the companies. 
During the period since 1937, over 
10,000 teachers, supervisors, school 
administrators, industrial safety 
supervisors, Army safety personnel 
and others have been enrolled in 
the courses offered by the Center, 
others 
short 


thousands of 
training in 


and many 


have received 
courses or conferences held in vari- 
ous states. 

As a result of the grants made 
by the companies, hundreds of fel- 
lowships and_ scholarships have 
been awarded, primarily at New 
York University. More than 80 per- 
cent of the advanced 
studies in safety education in the 
nation’s colleges, culminating in 
award of the doctor’s degree, have 
been made possible through these 
fellowships. Had it not been for 
these grants, school safety activ- 
ities would have been delayed for 


research 


many years. 
Pioneer Work in Driver Education 

There is one field in particular in 
which the insurance industry not 
only provided the pioneer efforts 
but over succeeding years has 
made outstanding contributions. 
This is known as the high school 
driver education movement. It was 
in this field that Albert W. Whit- 





1952 


ney made his greatest contribution 
to safety. In 1922 Mr. Whitney 
was associate general manager of 
the National Bureau of Casualty 
and Surety Companies, and at the 
same time vice president for educa- 
tion of the National Safety Coun- 
cil. He realized the need for launch- 
ing safety programs on a sound and 
positive basis, and arranged for a 
grant to be made to the education 
division of the National Safety 
Council for advisory assistance in 
of educational 
need 


the development 


materials. Recognizing the 


for teaching young people good 
driving practices, in 1934 he in- 
augurated the planning of the first 
high school textbook on driving, 


“Man and the Motor Car.” The first 
edition of this book was published 
in 1935, and over the years many 
editions have been distributed, the 
majority through state editions, un- 
til well over a half million copies 
have been made available. 

This high school driver educa- 
tion movement has had striking 
growth. Confined to only a few 
classrooms in 1935, largely as an 
extra-curricular activity, driver ed- 
ucation has mushroomed. In 1951, 
according to the report on the 
Fourth Annual National High 
School Driver Education Award 
Program of the Association of Cas- 
ualty and Surety Companies, over 
7,900 schools gave instruction to 
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more than 650,000 students. It can 
readily be seen that as this work 
continues to grow there will be an 
entirely new crop of trained drivers 
on our highways in a few years. 
For in addition to training the 
youth of the country, many com- 
munities are also starting courses 
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for adults, utilizing the facilities of 
the high schools. 

The development of this driver 
education program has required 
careful planning and hard work. 
The first state course of study in 
driver education was issued in 
New Jersey in 1933, followed suc- 
cessively by courses in New Hamp- 


shire, Pennsylvania, Ohio, Ver- 
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mont, Connecticut, Iowa, and Vir- 
ginia. Members of the staff of the 
national conservation bureau aid- 
ed in the development of these 
courses, until by 1940 over 20 
states had official courses of study. 
At the same time, state editions of 
“Man and the Motor Car” were 
published, so that at one time there 
were 25 editions, distributed large- 
ly by state official agencies. 

As state courses of study were 
issued, and other materials for use 
in driver education published, there 
emerged a serious need for trained 
teachers. The accident prevention 
department of the Association 
helped to meet this need by or- 
ganizing a series of courses in var- 
ious universities. Hundreds of such 
courses have been conducted either 
by the Association staff or by the 
Center for Safety Education. In 
addition, during recent years em- 
phasis has been placed on prepar- 
ing college professors to teach safe- 
ty courses, through institutes con- 
ducted by the Center. During one 
year such courses were offered by 
more than 200 colleges, many of 
whose professors had been pre- 
pared by the Center. 


GrEAT DEMAND 


The great demand for trained 
leaders was foreseen before 1930 
by Albert W. Whitney. It was not 
until 1937, however, that a plan 
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for the Center for Safety Education 
matured. With a basic grant of 
funds from the insurance companies 
of the Association, the Center was 
organized in 1938 in the Division 
of General Education of New York 
University, of which Ned Dear- 
born (now president of the Na- 
tional Safety Council) was then 
dean. The Center was the first uni- 
versity department in safety educa- 
tion on the graduate level in the 
country. It has as its major objec- 
tives: (1) the training of leaders 
in the field, (2) carrying on re- 
search, and (3) preparing publica- 
tions of many types—courses of 
study, textbooks, tests, and man- 
uals. 


Many Courses 


At the present time 24 different 
courses are offered during the year. 
Graduates of the Center now hold 
positions of responsibility in schools 
and colleges, in private and gov- 
ernmental safety agencies, in in- 
dustries and in insurance. The Cen- 
ter has established institutes for 
safety training in 32 states and has 
assisted in the production of mo- 
tion pictures, radio and television 
programs and other educational 
media. 

The financial grant that main- 
tains the Center has been con- 
tinued annually for the past 14 
years, so that several hundred thou- 
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Emphasis on preparing college 


sand dollars have been made avail- 
able for strengthening safety activ- 
ities, not only in the schools and 
colleges but also in industry, in the 
Army and Air Force and in public 
and private safety agencies. As an 
illustration of one of these activ- 
ities, during the past 10 years the 
Center has trained over 3,400 
Army and Air Force safety per- 


> professors to teach safety courses 


sonnel and is the official training 
agency for the armed forces. 

One of the valuable contribu- 
tions of the Center is in the field of 
research. It was pointed out pre- 
viously that over 80 per cent of all 
advanced research in safety educa- 
tion in all the nation’s colleges has 
been done at New York University, 
largely through the grants provided 
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by Association companies. The 40 
advanced studies that have been 
completed cover many _ subjects; 
the largest number deals with traf- 
fic safety and driver education, but 
safety in physical education, recrea- 
tion and camping is a close second. 
Frank Lloyd's re- 


search has provided the basis for 


As example, 


a national movement of safety in 
athletics and physical education. 
More recently, Dr. Don Cash Sea- 
ton’s textbook, “Safety in Sports,” 
prepared for his doctor’s thesis, is 
one of the best sellers. Dr. Irma 
Gene Nevins’ thesis on home safety 
has provided a basis for the de- 
safety 


velopment of home 


grams, while Dr. Elmer Siebrecht’s 


pro- 


contribution on the development 
of attitude tests for drivers paved 


the way for an organized effort to 


improve the attitudes of drivers. A 
recent publication of the Center, 
“25 Years of Research in Safety 
Education,” carries abstracts of all 
studies that have been completed. 
From the results of these studies 
the Center has prepared a college 
textbook, “Education for Safe Liv- 
ing,” which is now used as a basic 
text by all colleges teaching safety. 
The Work of the Casualty Com- 
panies and Their Agents 

Several member companies of 
the Association produce and dis- 
tribute motion pictures or sound 
slide films. Many make an exten- 
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sive use of posters, not only for 
their own purposes, but also for 
public distribution. Others distrib- 
ute booklets, safe practice pam- 
phlets, tests, accident statistics and 
other safety literature. Several com- 
panies make extensive use of driv- 
er testing and training apparatus. 
Company engineers and branch of- 
fice staff are also active in local 
community programs, safety coun- 
cils and committees. 

In addition, in cooperation with 
the American Agents Association, 
thousands of have 
headed safety campaigns on the 
local level, primarily in high school 
driver education and bicycle safe- 
ty. As illustrations, the agents of 
North Carolina underwrote the 
salary for a Director of Safety in 
the State Department of Education 
for one year, and saw to it that in 
the following year the salary was 
included in the state budget. In 
Michigan, the agents have been co- 
operating with automobile dealers 
in setting up an Inter-Industry 
Highway Safety Committee, with 
a paid director and a year-round 
program of getting driver educa- 
tion into the high schools. In hun- 
dreds of communities, branch of- 
fice representatives and agents as- 
sociations have made significant 
contributions to the safety educa- 
tion movement. Many of these are 
members of local boards of educa- 


agents spear- 
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tion and safety councils. Others are 
called in as consultants by the local 
schools and industries. Still others 
participate in radio and television 


programs primarily directed at 
adult education. 

Oklahoma City agents not only 
underwrote the preparation of a 
complete survey of school safety 
facilities, but also provided schol- 
arships for sending police officers 
for training at Northwestern Uni- 
versity. 
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It is obviously impossible in this 
brief article to do more than high- 
light some of the more important 
contributions of the stock insurance 
industry. A detailed report would 
require a complete volume. 

We have only attempted to re- 
view the contributions to the safety 
education movement: Subsequent- 
ly, articles will cover the outstand- 
ing activities in the promotion of 
(1) industrial safety and (2) pub- 
lic safety and transportation. 

















... ACCIDENT 
Friends in Need. A maintenance man 
in the St. Louis Municipal Hospital 
sued the city for $25,000 for injuries 
suffered when he walked across what 
he thought was a wood hospital floor, 
then found out too late that it was a 
painted glass ceiling and broke both 
legs when he plummeted on to a con- 
ference table surrounded by doctors 
. . » Woman or Mouse. A Columbus, 
Ohio, woman who was awarded a 
prize for having driven 117,671 miles 
without accident in 11 years, con- 
fessed, “I drive as if everybody has 
the right-of-way except me.” 


... AUTOMOBILE 
No Privacy. A Camden, N. J., woman, 
asleep in her second-story bedroom, 
was injured when an automobile went 
out of control and smashed into the 


side of her house. The woman was in- 
jured when the impact of the crash 
threw her out of bed . . . They'll Eat 
Anything. After his 25 cows had licked 
the original coat of paint off his auto- 
mobile, a Waukomis, Okla., farmer 
was handed $75 by his insurance com- 
pany to get his car repainted. 


... BURGLARY AND THEFT 


Faint Hearted. When a Milwaukee 
patrolman sneaked up behind a bur- 
glar and ordered, “Stick *em up,” the 
burglar responded by fainting .. . 
Meeting Him Halfway. A customer 
walked into a sporting goods store in 
Englewood, Colo., examined a pistol 
the manager showed him, loaded it 
with his own bullets, aimed it and then 
declared, “This is a stickup.” . . . Man’s 
Best Friend? A man who tied his 80- 
pound coonhound watchdog to a 
young elm outside his house before 
going off to work in St. Joseph, Mo., 
came back later to find that both the 
elm and the dog were missing . . 

Drilling For “Oil.” A Chicago woman 
admitted that she had been a patient 
at six different dentists and, while they 
stood close to her with the drill, care- 
fully lightened their pockets of $2,000. 


... FIRE 
Beating the Gong. Fireman in Mont- 
real got hold of a pyromaniac when 
a 28-year-old youth rushed into the 
station and shouted, “Where’s the 
fire?” a few minutes before the gong 
had rung. 


... UNCLASSIFIED 
Painfully Honest. A man whom the 
police of Dahlonega, Ga., asked to ex- 
plain why he had smashed the dresser 
mirror told them that he couldn’t stand 
the looks of the drunk staring at him. 
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